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Premium Performance 
at low eost... 


For premium performance . . . at 
real low cost... you'll look far to find the equal of the new Marmon- 
Herrington All-Wheel-Drive converted Ford trucks. 

Here you have the famous Ford power plant harnessed to all four 
(or all six) wheels—a combination that spells operation as easy, 
efficient and economical off the highway as on, regardless of 
weather or terrain . . . no sand too deep, no hill too steep, no going 
too rough and rugged. 

And you'll find All-Wheel-Drive converted Ford trucks strong 
and rugged as they are sure-footed and powerful—built with a 
big extra measure of strength and stamina to stand up under 
heavy loads and severest service, . 
year after long year. 

Yes, Marmon-Herrington 
All-Wheel-Drive converted 
Fords are the real low-cost 
answer to tough trucking 
problems. See your Mar- 
mon-Herrington dealer. 


_ 


MARMON-HERRINGTON COMPANY, INC. « INDIANAPOLIS 7, INDIANA 
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Attractive folders on 
this Regulator will 
be furnished free, for 
your trade. Write for 
catalog and price list 
on Barber Burner 
Units for Gas Ap- 
pliances, Conversion 
Burners for Furnaces 
and Boilers, and Reg- 
ulators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes V4" up. 


® Barber has been building high quality regulators for many years. Of thor- 
oughly tested design and construction, they are made with extra substantial 
bodies, brass operating parts, phosphor bronze springs, and special non-de- 
teriorating diaphragms. Every Barber Regulator i is a precision device, respon- 
sive to 3/10 pressure drop, and will give continuous, satisfactory service on 
any type of gas fuel (when ordering regulators please specify type of gas). 
Barber’s 30-year record of reliability protects your reputation, and reduces 
customer complaints and service calls. Why not standardize on Barber 
Regulators? 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ee 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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CRESCENT 


ABC 
Armored Cable 


Has These Improved Features 


Which Result in 
INCREASED SAFETY and LOWER COST 


2 
BOND STRIP UNDER ARMOR 


Permanently low armor resistance is provided in sizes No. 14 
and 12 AWG by use of a flattened, bonding wire which is in 
contact with the under side of each convolution. These sizes 
now are smaller and lighter, since they use the smaller di- 
ameter Type R conductors of the 1947 National Electrical Code. 


PREFABRICATED BREAK LINES 


The Cut Mark (at 1/2" intervals) shows the location of a pre- 
fabricated breaking line inside the armor. Only a few strokes 
of a file guided by the Cut Mark are required to cut through 
one outer ridge, and a bend by hand severs the armor. This 
results in a clean separation with no sharp edge—a safer, 
easier and faster job. The prefabricated breaking lines are 
so designed that there is no reduction in tensile strength, 
bending quality, crushing resistance and electrical conductivity 
of armor. 





The Armored Cable Industry is in its 50th Anniversary. In the 
ond 4 oe alone over SIX BILLION FEET of Armored Cable have 
nstalle 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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A we witness from time to time the 
revelations of Communist activities 
in the United States, as unrolled before 
the House Committee on Un-American 
Activities, it causes advocates of our 
American system of free private enter- 
prise to ask themselves some serious 
questions, Communism, either as pro- 
posed in the United States or as practiced 
in Russia, does not shake the faith of 
our great American majority in the sys- 
tem of government they now enjoy. But 
what does disturb a great many thinking 
Americans, including businessmen, is the 
fact that these foreign ideologies would 
even have the slightest appeal for any 
substantial segment of our American 
population. 


“WHat are you afraid of,” sneers the 
Communist who wants to get on with his 
plotting, “if your American system is so 
superior to Marxism?” 


THIs question implies that as long as 
the American system of free enterprise 
demonstrates its superiority in terms of 
a better living standard for the greatest 
number, it need fear no adverse verdict 
at the polls and will remain protected 
by its own democratic guaranties. 


UNFORTUNATELY, people can be hyp- 
notized to act against their better interests 
even while exercising democratic privi- 
leges. This was the fate of the German 
people who voted Hitler’s government 
into office. Once in power, the Nazis 
made short work of democratic processes 
by following the same pattern of sup- 
pression already established in the totali- 
tarian countries of Soviet Russia and 
fascist Italy. In other words, it didn’t 
make much difference whether the people 
voted for it, or were caught napping by 
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a revolutionary force. In the end they 
were stuck with it, and stuck irrevocably. 


HE record of Communism does not 

have much appeal for the average 
American. But that does not prevent the 
Communist agitator from promising 
benefits for the masses too fantastic for 
even our own system of free private en- 
terprise to match with actual perfor- 
mance. Any contest between promises 
and performance will always go that way. 


COMMUNIST progress in America has 
made hardly a dent by bold frontal at- 
tack, preaching a revolution by force, to 
overthrow the government, But it has 
gone far, indeed, by indirection, by as- 
sociation with other milder groups, by 
using the protective coloration of soft- 
headed liberalism and by other gradual 
processes. Since World War I the aver- 
age citizen has had to pay a steadily in- 
creasing portion of his income to gov- 
ernment, 
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Complete Your Power Picture 


with INTERNATIONAL Crawlers 


sid 











ch 
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Here’s a power-packed picture that de- thousands more to go. 

serves framing: a power plant, a coal The other International, a 

mine and...up front...two power- TD-9, is new... just beginning 

packed International Diesel Crawlers its long, dependable working life. 

with hydraulic bulldozers. For self-propelling, earth-moving 
The crawlers are scooping out ahuge power to complete your power picture, 

coal storage pit at Dresser, Indiana. see the International Industrial Dis- 

The TD-14, at the left, has given 6,000 tributor near you. He knows why In- 

work-hours to its owner and has many __ ternational Crawlers lead the field! 





' BB Industrial Power Division 
: INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenve Chicago 2, Iinois 


INTERNATIONAL POWER 


CRAWLER AND WHEEL TRACTORS + DIESEL ENGINES - POWER UNITS 
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Tue challenge of this trend is to in- 
crease our production through free 
private enterprise. Nowhere could a bet- 
ter start be made than through the ex- 
panded operations of American public 
utility industries. The leading article in 
this issue is a stirring affirmation of this 
challenge from the Lieutenant Governor 
of the great commonwealth of Massa- 
chusetts, ArTHUR W. CooLipce. This 
article, entitled “Free Enterprise and the 
Clenched Fist,” is, in substance, the same 
as an address by the same name pre- 
sented at the recent fifty-ninth annual 
convention of the National A’ssociation 
of Railroad and Utilities Commissioners 
at Boston. 


LIEUTENANT GOVERNOR COOLIDGE, a 
rourth cousin of the late former Presi- 
dent Coolidge, was formerly the presi- 
dent of the Massachusetts Senate, serv- 
ing in the house from 1936 to 1939, and 
in the senate from 1940 through 1946, He 
has been running for office since 1928 
and has never been defeated. CooLIpcE 
was graduated from Tufts College and 
Harvard Law School and is a director of 
the Reading Codperative Bank and the 
Boston Penny Savings Bank. 


* * * * 


AR in this issue is an article on 
“Utility Employee Training” (be- 
ginning page 205) by Guy E. Trutock, 
a native Missourian. He was educated 
at Park College in that state and at North- 





WILLIAM S, LEFFLER 
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EDITORS (Continued) 


western University. He began his busi- 
ness career in the educational bureau of 
Commonwealth Edison Company, Chi- 
cago, in 1928, and continued with tours 
of duty through training and public re- 
lations activities until after Pearl 
Harbor when he took time out for World 
War II, first in connection with the 
Office of Civilian Defense and later as 
a Lieutenant in the Navy. 


* * x * 


| page J. McDr1armp, whose article 
on the financing problem for inde- 
pendent telephone companies begins on 
page 211, is an insurance company ex- 
ecutive whose ability as a writer has 
brought forth considerable acclamation 
not only from the readers of this pub- 
lication, but other business and profes- 
sional journals as well. Mr. McD1arMip 
joined the Lincoln National Life In- 
surance Company of Fort Wayne, Indi- 
ana, three days after graduating from the 
University of Toronto in 1928, He has 
specialized in life insurance actuarial 
work, as well as in public utility invest- 
ment problems. His. present post is that 
of second vice president with the Lincoln 
National Life Insurance Company. 


* * * ok 


ower rar S. LerFver, whose article 
entitled “Cost versus Price: A 
Management Problem” begins on page 
217, is a construction engineer now prac- 
ticing in Darien, Connecticut. Born in 
Stockton, California, and educated at the 
University of California (BS, ME, EE, 
14), Mr. LeFrLer began his profes- 
sional work in California, interrupted by 
service with the air forces in World War 
I. He directed the bureau of rate re- 
search of the Brooklyn Edison Company 
from 1922 to 1926, and was a member 
of the engineering firm of Lacombe and 
Leffler until 1932 when he organized his 
own firm. He is the author of numerous 
articles on public utility rate work and 
economic research, 


THE next number of this magazine 
will be out August 28th. 


A, Chetlae 
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KEY TO A TYPIST’S HEART 


Here’s a new typing feature .. . the smoothest, easiest, quickest 





«Position, 3-Track Ribbon Control saves you way you’ve ever known, to turn out letters any boss will be proud 
money, gives one third more ribbon usage 


to sign. Keyboard Margin Control*, we call it. Your fingers never leave the 
keyboard . . . a flick of the keys, and both margins are set —click! Now you 
can have margin setting where it really belongs . . . on the keyboard. It steps 
up performance, steps down fatigue. You'll find it only on the Remington 
KMC*-— the latest of many reasons why more Remingtons have been bought 
ta) Tp isenty seems eiocashad than any other typewriter. See it today! There’s nothing else like it in typing! 


Only the Remington KMC 
gives you all 8 at no extra cost 





Longer Writing Line often eliminates the *KMC and Keyboard Margin Control, T. M 
need for an extra, wider carriage machine © 1947 by Remington Rand Inc. 
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Exide 


READY... AT ALL TIMES FOR 
PROMPT AND POWERFUL ACTION 


Whatever the storage battery task, you can always 
count on Exide Batteries for abundant power and de- 
pendable performance. In Central Stations and sub- 
stations throughout the country, Exide Batteries are 
used for control bus and switch gear operation, 
emergency lighting and performing other storage 
battery jobs. 














Exide Batteries have earned the confidence of 
engineers everywhere, and their widespread use is 
proof of their dependability, long life and ease of 
maintenance. 













Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 









THE ELECTRIC STORAGE BATTERY COMPANY 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Epitor1aAL STATEMENT 
The (New York) Sun. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNnrTAIGNE 





“The best public relations is public service.” 


> 


“Management is the art of raising the standard of 
living.” 


i 


“Technology is the great multiplier of our natural 
resources.” 


. 


“The big question is how to bring this government 
down to what one of my southern colleagues calls ‘frying 
size.’ ” 


. 


“. .. to impose a network of rigid restrictions and exercise 
centralized control over the day-to-day working of Brit- 
ish industry is not a proper activity of government.” 


* 


“The taxes people pay are in the prices of the goods 
that they buy. Prices cain come down when taxes come 
down.” 


* 


“The time has come to remove government as a par- 
ticipating partner in every detail of our affairs. We know 
what our problems are and we propose to solve them 
ourselves.” 


5 


“The security we have today—and Americans have 
more than any other people~comes from jobs with firms 
that are profitable—and from government efforts financed 
by the taxes of firms and individuals who have profited. 
There is no security in working for a losing business.” 


aa 


“It is a moral and a legal obligation of the responsible 
heads of Federal agencies to make the funds appropriated 
for a fiscal year last throughgut the year. But all too 
often in recent years deficiency appropriations have been 
required because the heads of agencies refuse to carry 
out their moral and legal obligation.” 


12 
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NORWALK DISC CHECK VALVES 


Preferred by gas engineers for 7O years 


The 
Industry's 
Most 
Complete 
Line 





Sizes From 


3” 
8 to 


36” 


Immediate Delivery 
on smaller sizes 
From Stocks at 1] Branches 
Hard Seat or Composition Seat 


Quality of workmanship and material and 
sound engineering are good reasons why 
Norwalk stays on top in the disc check valve 
field. But that’s only part of Norwalk’s story. 
Convenient stocks of Norwalk products at 11 
branches help keep installation crews work- 
ing without interruption. Norwalk also has 
qualified gas men at those same 
branches to help their customers 
with the tough problems. 


Norwalk disc check valves are 
available with horizontal swing 
disc, vertical swing disc or free 
floating disc, with either hard 
seat or composition seat. 





Cast iron or bronze in small sizes. Cast iron 
exclusively in the larger sizes. Steel or alu- 
minum bodies available on special order. 3%” 
to 3” sizes screwed, 4” screwed or flanged. 
6” to 36” flanged. 

All 125 pound standard. Large capacity with 
low pressure drop. 14” pressure will open fully. 


All discs are ground in. Swing 
disc assembly is easily accessi- 
ble for cleaning, repair or re- 
placement ... without removing 
valve from line. 


Request complete specifications 
and prices today. 


NORWALK VALVE COMPANY 


33 Railroad Avenue 


South Norwalk, Conn. 


SOLE MANUFACTURERS 


NORWALK 


VALVES @ REGULATORS © GOVERNORS 


N-50 INSPIRATOF 


CONNELLY 


GOVERNORS e@ VALVE: 


7ES @ MERCURY 
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EpitorIAL STATEMENT 
The Wall Street Journal. 


H. K. McCann 
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President, Machinery and Allied 
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Harry B. MuNSELL 
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President, General Electric 
Company. 


JoserH W. Mart1n, Jr. 
Speaker, United States House of 
Representatives. 


Eprror1aAL STATEMENT 
Labor. 
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“Free enterprise is a system which works only when 
there is security and plenty.” 


> 


“Free unions, free management, and free enterprise 
will survive or go down together.” 


* 


“It is time that the rdle of profits be discussed in a 
realistic fashion and in some detail.” 


> 


“More production per man is the solution for improved 
national income and a higher standard of living.” 


* 


“If one will disassemble some of the economic prob- 
lems about which there is endless discussion, he is very 
likely to find that they really rest on high taxes.” 

* 
“Remember that public opinion is the final judge of any 


private enterprise—that the good will of the public is 
an essential business asset.” 


5 


“We need a Federal tax policy substantially the reverse 
of our prewar policy that was devastating to private 
enterprise. We want a policy for a dynamic economy, not 
for a liquidating one.” 


* 


“If we do not constantly keep up our standards, it is 
a reflection upon our citizenship, for inadequate or ex- 
pensive electric service causes hardships not alone upon 
us but upon the whole community.” 


* 


“While we need government in the modern economic 
picture, its participation must be by law, not by ex- 
ecutive whim. Government must participate as an enforcer, 
as a regulator, and not as a petty tyrant.” 


> 


“So long as the people maintain their faith in their 
Congress and send men of high character to it, just so 
long will the Congress maintain its power and authority 
to legislate the people’s will into law and action.” 


* 


“If ‘free enterprise’ fails in the United States and 
Canada, it’s ‘gone with the wind.’ This newspaper would 
not like to see that. Labor believes in the American sys- 
tem. ‘Free enterprise’ has been guilty of many crimes and 
Labor hasn't hesitated to say so, but, after all, it’s better 
than any form of totalitarianism.” 
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PREFABRICATED PIPING 


VERY swe 1s uP 


with this rotating welding fixture... 


ERE IS GRAPHIC PROOF of one of the many rea- 
sons why the welds on Grinnell Prefabricated 
Piping are clean and flawless. With roll welding the 
operator can work to better advantage because the 
most accessible welding position is maintained. 
Also welding bead can be cleaned during rotation. 
Grinnell shops are equipped with hundreds of 
such aids to better welding — jigs, turntables, ad- 
justable fixtures and positioners . . . all manned by 
qualified welders, each a specialist in his type of 
work, 

Correct welding is but one of many reasons why 
engineers everywhere rely on Grinnell for prefab- 
ricated piping. They know they can be sure of ex- 
pert interpretive engineering and laboratory re- 
search, modern fabricating facilities and rigid in- 
spection. 

Branch Warehouses 
Kansas City 16, Mo. 
Los Angeles 13, Cal. 
Milwaukee 3, Wis. 
Minneapolis 15, Minn. 
New York 17, N. Y. 
Oakland 7, Cal. 


Atlanta 2, Ga. 
Charlotte 1, N. C. 
Chicago 9, Ill. 
Ch «‘and 14, 0, 
Cran.ion 7, R. I. 
Houston 1, Tex. 


St. Louis 10, Me. 
St. Paul, Minn, 


Seattle 1, Wash. 


Philadelphia 34, Pa. 
Sacramento 14, Cal. 


San Francisco 7, Cal. 


by GRINNELL 


Summed up, Grinnell Prefabricated Piping as- 
sures quality and economy because of one source 
for design and fabrication; pretesting and approval 
before shipment; only completed assemblies are 
billed and at predetermined prices; delivery sched- 
ule can be predetermined but kept flexible; field 
assembly time is materially reduced. Write for 
booklet, “Prefabricated Piping by Grinnell”. 


GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 


Pipe Fabrication Plants 
Cranston, R. I. © Atlanta, Ga. © Warren, Ohio 


whenever PIPING is invoiveo 
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Impressive are the statistics B&W could quote: number of 
boilers in service, records of long service life, and low costs of 
steam in utility and industrial plants everywhere . . . 

But more important are the advances, born of B&W research, 
that make the figures possible, that explain the broadeniftg 
preference for B&W Boilers wherever the quest for lower power 
cost is pursued. 

Through developments that B&W pioneered, power plant 
designers, engineers, and operators secure today the advantages 
of furnaces that efficiently burn, in one unit, a wider range of 
fuels than has been possible heretofore. 

Continuous operation at full load is provided by good burner 
design and selection of furnaces of proper shape and size and 
having suitable wall constructions. Efficient operation of boiler, 
superheater, and economizer surfaces is maintained through 
adequate provision for automatic soot blowers. Developments 
of several types of attemperator control and proper location of 
superheaters provide a superior control of steam temperatures. 

Most: important, though: B&W research continues . . . to be 
reflected in the still more favorable operating statistics of to- 
morrow. B&W engineers are ready when you are to discuss 
future power plans. 
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HAVE THE ENDURANCE OF PROVIDING 


MILLIONS 


OF “MAKES” AND “BREAKS” IN THE ELECTRICAL CIRCUIT 








USED EXCLUSIVELY 
IN ALL TYPES OF 
MERCOID CONTROLS 


THEY ASSURE FULL 
PROTECTION AGAINST 
SWITCH TROUBLES 


DA (Double Adjustment) 
Pressure Control 


MEANING 


BETTER AND MORE DEPENDABLE CONTROL PERFORMANCE 
INCLUDING MUCH LONGER AUTOMATIC CONTROL LIFE, 
FOR HEATING AND AIR CONDITIONING EQUIPMENT— ALSO 
FOR NUMEROUS IMPORTANT INDUSTRIAL APPLICATIONS 
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THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILL. 
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N° LONGER need you guess about which make 
\N of truck to buy! Now you can know, 
beforehand, which one of all five sales leaders has 
delivered the longest service, which has the 


. longest life-expectancy! Ford! 

< And the proof is certified proof! Certified by 
the same scientific methods used by life insur- 

5 ance companies in computing their rates! 


4,967,000 Trucks Studied. Wolfe, Corcoran and 
Linder, noted New York Life Insurance Actu- 
aries, assembled the records of all trucks of the 
five sales leaders registered from 1933 through 
1941—a total of 4,967,000 trucks! Then they 
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prepared truck life-expectancy tables in the same 
identical manner in which they prepare human 
life-expectancy tables for life insurance companies. 


Ford Wins! Up to 19.6% longer life for Ford 
Trucks! Up to 19.6% longer life than the four 
other sales leaders! That’s what the certified 
truck life-expectancy tables prove! The reason? 
Ford knows how to build trucks to last longer. 
Ford Trucks are built stronger! See your Ford 
Dealer today. He’ll show you why it’s good 
business to wait for the truck with the longest 
life-expectancy — Ford! 
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The life-expectancy of a Ford Truck is: 
13.1% longer than that of Truck “B” 
3.2% longer than that of Truck “C” 
7.6% longer than that of Truck “D” 
19.6% longer thon that of Truck “E” 


OFFICIAL ACTUARIAL CERTIFICATE 
pos 9 on the application of sound and accepted actu- 


to the actual as measured by 
truck registrations, we ify that, in our 
‘ cpinion, the accompanying presents 





tal 
e-expectancy of the trucks im 
WOLFE, CORCORAN AND LINDER 
Life Insurance Actuaries, New York, N. Y. 
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Every doorway gives you an ‘“‘opening’’ for more efficient 
traffic and materials-handling, shipping or warehousing. 
Just install sturdy, dependable KINNEAR Steel Rolling 
Doors. They feature an all-metal door curtain of rugged, 
flexible, interlocking slats. The curtain coils compactly 
overhead, clearing the opening completely, saving wall and 
floor space, and remaining out of reach of damage when 
opén. For additional advantages of quick, labor-saving, 


push button control, KINNEAR Motor Operators may be - 


added. 









Steel Rolling Doors 


Rugged all-steel construction. 
Coiling upward action. 
Effective counterbalance. 


Flexible interlocking steel-slat 
construction. 


Motor operation and remote 
control if desired. 


Individually engineered for 
each opening. 


Many others. 


THE KINNEAR MANUFACTURING COMPANY 


2060-80 Fields Avenue Offices and Agents 
Columbus 16, Ohio in All Principal Cities 


1742 Yosemite Avenue 
Son Francisco 24, Calif. 
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14 T* @ American Society of Mechanical Engineers will hold meeting, Salt Lake City, Utah, 
Sept. 1-4, 1947. 
15 F { American Water Works Association, New York Section, will hold meeting, Plattsburg, 
N. Y., Sept. 4, 5, 1947. 
16 Ss @ Mid-West Gas Association annual gas school and conference will be held, Ames, 
Iowa, Sept. 8-10, 1947. @ 
~ { Michigan Independent Telephone Association will hold meeting, Lansing, Mich., Sept. 
17 17, 18, 1947. 
18 M q Indiana Electric Association will hold meeting, French Lick, Ind., Sept. 17-19, 1947. 
{ American Water Works Association, Michigan Section, will hold meeting, Bay City, 
19 | T* Mich., Sept. 18-20, 1947. 
20 W 4 Oklahoma Utilities Association, Gas Division, will hold annual conference, Oklahoma 
City, Okla., Sept. 19, 1947. 
2 T* q Rocky Mountain . ee Telephone Association will hold meeting, Salt Lake City, 
i Utah, Sept. 22, 23, 19 
22 F G American Water Works Association, Kentucky-Tennessee Section, will hold meeting, 
Louisville, Ky., Sept. 22-24, 1947. 
23 Se 4 American Bar Association will hold annual meeting, Cleveland, Ohio, Sept. 3 
22-26, 1947. 
24 S 9 New Jersey Gas Association will hold meeting, Trenton, N. J., Sept. 23, 1947. 
25 M { Appalachian Gas Measurement Short Course begins, West Virginia University, Mor- 
gantown, W. Va., 1947. 
26 T* T ao Institute of Electrical Engineers, Pacific general meeting, begins, San Diego, 
Cal., 1947. 
27 Ww 9 Pacific Coast Gas Association will held annual meeting, San Diego, Cal., Sept. 23-25, 
1947. 
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Courtesy, Georgia Power Company 


Man-made Lakes Plus Hydro Power 


This is the scene of the Yonah plant on the Tugalo river in mountainous 
northeast Georgia—one of six hydroelectric developments of 
Georgia Power Company. The lakes created by these dams 

have enhanced the natural beauty of this section. 
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Free Enterprise and the 
Clenched Fist 


Some thoughts on the power of American enterprise to meet the competi- 

tion of Russia’s clenched fist with superior industrial power, but pointing 

out dangers of handicapping American industry with excessive costs 
and back-seat driving bureaucracy. 


By THE HONORABLE ARTHUR W. COOLIDGE* 
LIEUTENANT GOVERNOR OF MASSACHUSETTS 


ness on earth. The opening 
verses of Genesis report that 
“darkness was upon the face of the 
deep” and that the first public service 
in history was furnishing light. Back 
in the days of Noah’s flood there was 
the problem of water power which 
might have been better regulated had 
there been public service commissioners 
on the job instead of the Ark’s animal 
keepers. 
My own office happens to be located 


Pp UBLIC utilities are the oldest busi- 


*For personal note, see “Pages with the 
Editors.” 
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on the exact site of the first railroad in 
the United States. It was a short in- 
clined track built in 1795 on Beacon 
Hill, Boston, where the present state- 
house stands. It was used to convey 
brick from kilns on Beacon Hill to the 
valley. 

Sometimes I think the road must still 
be in operation because of the brickbats 
that fly in our direction. 

Actually the first railroad company 
in America was incorporated by the 
Massachusetts legislature in 1826 to 
move granite from Quincy, a Boston 
suburb, for the construction of the 
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Bunker Hill monument. It is still in 
operation. That stone shaft, therefore, 
is not only a memorial to the famous 
Revolutionary War battle but also a 
monument to America’s first railroad. 
We have also in Massachusetts the 
Hoosac tunnel, the oldest railroad tun- 
nel in the country. The first railway 
express company was inaugurated in 
this state. In Boston one may ride on 
America’s first subway. . 
Only recently the commonwealth set 
up a public authority to acquire this 
Boston Elevated Railway. Under the 
able leadership of Carroll Meins, the 
new chairman of the board of trustees 
and well known in utility regulatory 
circles for his distinguished service on 
the Massachusetts Department of Pub- 
lic Utilities, we of Boston, Massachu- 
setts, are determined to make this one 
of the most modern, self-supporting 
rapid transit systems in America. 


— in dealing with utility regula- 
tion and operation, generally, I 
must not concentrate on railroads, al- 
though the temptation is tantalizing in 
a state which produced another native 
son Massachusetts is also proud of, the 
late Joe Eastman, who died a martyr to 
hard work in supervising so well the 
running of the railroads of this coun- 
try during the war. Her other sons 
since the days of Alexander Graham 
Bell, who have distinguished them- 
selves in the field of utility regulation 
and operation, with respect to power, 
communications, and other utility serv- 
ices, are legion. 

All the natural resources of America 
were present when the Pilgrims found 
the Indians roaming the forests and 
the plains. But they were untapped 
and uncontrolled. The vast physical 
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powers have transformed natural re- 
sources into energy and thereby have 
given Americans the highest standard 
of living in the world. 

In order to appreciate the advantages 
of properly supervised utilities in our 
country it may be helpful to examine 
conditions in other lands. 

China has a population of 500,000,- 
000 but only one thirty-sixth of our 
railroad mileage. Not long ago the 
United States trained and equipped a 
group of crack Chinese soldiers for 
Chiang Kai-shek. With the knowledge 
of American military science and with 
modern American arms they were rated 
as the best troops in the Orient. 

But this outfit recently was wrecked 
while struggling across storm-swept 
mountain trails. This tragedy — and 
many of the tragedies of Asia — is 
the result of inadequate transportation, 
inadequate communications, inade- 
quate industrial power, and inadequate 
supervision. 


Pipers BRITAIN today is fighting a 

grim battle to save her industrial 
life. Her statesmen warn that she must 
“export or die.” But her production is 
held back by lack of coal and electric 
power. So far as electricity is con- 
cerned she is somewhat in the same 
position as the United States was in 
relation to transportation at the period 
of the Civil War. 

The Mississippi river could not carry 
the freight. The movement of goods 
across the country was delayed because 
each railway had a different gauge. 
Freight had to be unloaded and re- 
loaded constantly as it slowly moved 
back and forth. In the years between 
the 60’s and the 70’s the standard gauge 
of 4 feet 8 inches was adopted 
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Transforming Natural Resources into Energy 


66 ALL the natural resources of America were present when the Pil- 

grims found the Indians roaming the forests and the plains. 

But they were untapped and uncontrolled. The vast physical powers 

have transformed natural resources into energy and thereby have given 
Americans the highest standard of living in the world.” 





and commerce flowed in an unbroken 
stream. 

British recovery is retarded because 
her electric power system has not adopt- 
ed “the standard gauge.” The use by 
uncorrelated systems of different 
cycles, different voltage, and different 
frequency prevents the interchange of 
power. 

Recovery in Europe in no small 
measure is checked by the ruination of 
the German electric system which be- 
fore the war exported current to the 
factories of her neighbors. Russian 
weakness is traced to the destruction of 
her great power dams and the loss of 
her transportation facilities. 

The absence or the failure of utilities 
all over the globe—except in the United 
States—is prolonging the depression 
and the misery and the chaos. We are 
strong because our natural or manu- 
' factured gas flows, our generators hum, 
and our rolling stock moves. 
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It is a sobering responsibility. We 
must not lose this advantage or we shall 
fail in our assistance in world recovery 
and in national security. 


W: should make sure that our utili- 
ties are functioning without the 
handicaps of ruinous costs, hamstring- 
ing rates, and too much back-seat driv- 
ing by meddlesome-mattie bureaucrats. 

Those of us who are state officials 
view with some apprehension the en- 
croachments of the Federal govern- 
ment on the preserves of private enter- 
prise and state commissions. 

In fairness we should appraise both 
the benefits and the disadvantages of 
TVA programs. Gigantic Federal 
power projects often require the with- 
drawal of land from taxation. Federal 
flood-control programs often imply 
permanent flooding of areas which 
must therefore be permanently with- 
drawn from agriculture and other 
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products. Are we sure that the con- 
sumer does not pay in extra taxes for 
these costs and expenditures as much 
as he saves on his light bill ? 

A power project remote from raw 


materials, markets, labor supply, and . 


available capital offers so little except 
cheap power that many of us feel that 
the chances of industrial development 
of the district may be slim. We must 
act wisely lest we weaken the system 
from which we draw our economic 
strength. 

It is obvious from today’s news from 
Europe that the Soviet Union and its 
browbeaten, galley-slave governments 
have slammed the door on the Marshall 
plan of international codperation. Be- 
hind the iron curtain they plot to rear 
an economic empire in competition 
with our own free enterprise system. 

They are drooling in their beards in 
anticipation of another American de- 
pression which will prove that our free 


enterprise system is a flop. For so long 
as our standard of living is unmatched 
elsewhere, the Kremlin realizes that 
Communism will never be accepted by 
the world outside the range of Russian 
execution squads. 


oo we now are playing interna- 
tional marbles for keeps, it is our 
solemn duty to make Uncle Sam a 
giant—to meet with superior industrial 
power the competition of the clenched 
fist. 

It is in our blood, as Americans al- 
ways, to accept a challenge in the field 
of economics. A nation that produced 
Benjamin Franklin, Thomas Edison, 
Henry Ford, and Orville Wright isn’t 
to be outdistanced by a country that 
has devised scarcely anything beyond 
the hammer and sickle. 

In the race for industrial supremacy, 
it is our history and our destiny always 
to win. 





cé T HE case against Socialism is not as obvious as Totalitari- 
anism but it is just as strong. It is not so obvious because 


many states which fly the Socialistic banner have not carried 
out the Socialist doctrine which, among other things, calls for 
ownership by the state of all means of production, including in- 
dustries engaged in manufacturing, transportation, and commu- 
nications as well as financial institutions. A state is not neces- 
sarily Socialistic because it engages in some public enterprise. As 
a matter of fact all states, including ours, engage in some public 
enterprise and should in those exceptional circumstances where 
it can best serve the public interest. 

“But we must differentiate sharply between the state which is 
carrying on some public enterprise and the state which has un- 
dertaken seriously attainment of the Socialistic objective of 
complete governmental ownership. Whenever that happens, 
long before the final goal is reached, civil liberties are either 
impaired or obliterated and religious freedoms are curtailed. 
That's what happened in Italy and Germany, That’s what may 
happen in England if that country carries out a full program of 
nationalization.” 

—Pavut G. Horrman, 
Chairman, Committee on Economic Development. 
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Utility Employee Training 
How a program of educational courses of the Commonwealth 
Edison C way oe serves its employees and the public by help- 


ing the day-to-day operation of the business to move with in- 
creasing efficiency and harmony. 


By GUY E, TRULOCK* 


PROGRAM of educational courses 
A has been in operation in the 
Commonwealth Edison Com- 
pany for upwards of thirty years, a 
program beneficial both to the company 
and the public. Some thirty-five sub- 
jects relating to the business and not 
readily available elsewhere are listed in 
the company’s current catalogue. They 
are offered to employees on a tuition- 
free, voluntary-attendance basis. 

The program is divided into three 
parts, each operating concurrently, but 
in different cycles. 

One part, characterized by class- 
room procedures, is subdivided into 
two major divisions, consisting of a 
curricula of employee courses and a col- 
lege graduate orientation plan. An- 
other part features educational coun- 
seling and a tuition refund system, 
while a third might be described as a re- 
fresher program in the theory and 
practice of management. 


*For personal note, see “Pages with the 
Editors.” 
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The class-room courses are utilized 
largely by nonmanagement personnel. 
The “college graduate orientation 
plan” involves selected college gradu- 
ates, mostly technical, who are circu- 
lated through the company on a part- 
class-room, part-on-the-job arrange- 
ment preliminary to regular assign- 
ment, This orientation plan, begun in 
1912, was discontinued at the begin- 
ning of World War II. Consideration 
is being given to its reéstablishment 
with such changes as may be necessary 
to meet changing conditions. 

Employees have available a counsel- 
ing and refund system in which 65 per 
cent of the tuition of approved courses 
is refunded on evidence of successfully 
completing prescribed work. All high 
school subjects are on the approved list 
as are two terms each of beginning col- 
lege courses in accounting, business 
law, English, economics, psychology, 
and public speaking. In addition, 
other courses pertinent to an employee’s 
work may be approved for refund by 
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joint concurrence of the training and 
safety division, industrial relations de- 
partment, and the department con- 
cerned. 


yen part of the company’s edu- 

cational activity is a program the 
primary purpose of which may be said 
to be a review of the concepts and pro- 
cedures of management, especially in 
their relations to the human element. 
The program embraces management 
people at all levels. This phase of the 
educational picture was authorized by 
the company’s top operating committee 
in the appointment of a committee on 
supervisory training, headed by the 
vice president in charge of industrial 
relations, and composed of one repre- 
sentative (upper management level) 
for each of the seven executive areas. 
After a period of investigation this 
committee made a number of recom- 
mendations relative to a review of man- 
agement functions, with particular 
reference to the communication of 
management information and _ the 
supervision of personnel. From this 
grew an initial project, known as the 
Forum on Supervision, where manage- 
ment personnel from first-line foremen 
and supervisors to vice presidents sit 
down at luncheon conferences to par- 
ticipate in fact-finding discussions. 


’ I ‘o enlarge on the foregoing sum- 


mary of component parts in the 
program, acatalogue, listing courses, in- 
structors, and all information pertinent 
to enrollment, is mailed each fall to em- 
ployees at their ‘home addresses. 
Courses listed run for twelve to fifteen 
meetings of one and a half hours each, 
are held after 5:15 PM, are tuition 
free, include tests and examinations, 


and, when successfully completed, are 
recorded on the individual’s permanent 
employment record. The courses range 
from simple descriptive subjects, such 
as elementary electricity, to those of 
college level, such as the theory and ap- 
plication of electronics. Although the 
majority of courses are of a technical 
nature, an attempt to diversify the ap- 
peal is indicated by the following list 
from the current catalogue: Circuits 
and Equipment ; Electrical Power Sys- 
tems; Boilers, Turbines, and Auxil- 
iaries; Atomic Energy ; Company Or- 
ganization ; Public Utility Accounting; 
Air Conditioning; Protective Relays; 
Business English; Business Law; and 
Electricity Rates. Two courses, one in 
Power Transmission and the other in 
Symmetrical Components, receive 
credit toward a degree at the Illinois 
Institute of Technology. Other courses 
receive no credit at outside schools. 


S INCE the courses are voluntary and 
are held after hours, it follows that 
in order to compete with the five o’clock 
pull toward home and fireside, particu- 
larly during the dark winter months, 
effort is constantly being made to make 
class-room work attractive. A corps of 
instructors, recruited from the man- 
agement personnel of the various de- 
partments, has been instructed in teach- 
ing methods with particular emphasis 
being placed on the use of visual aids. 
Instructors are asked to develop a maxi- 
mum of participation on the part of the 
people in their classes on the theory that 
if an employee is encouraged to express 
himself before a group he will have a 
deeper interest in the subject under dis- 
cussion. 
The curriculum is developed by the 
staff of the training and safety divi- 
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sion, industrial relations department. 
Constant endeavor is made to keep in 
touch with educational needs of em- 
ployees by maintaining contact with the 
line organization. For instance, a num- 
ber of engineers were found to be in- 
terested in the possible application of 
atomic energy to the utility field. A 
class was formed for the purpose of 
collecting and discussing available in- 
formation. Although no one in the 
company was qualified to conduct such 
a course on the basis of past experience, 
an engineer who, during his term in 
the Navy, had acquired considerable 
teaching experience instructing at the 
Massachusetts Institute of Technology, 
was found to conduct the course. 
While this subject has a limited appeal, 
it is felt that an opportunity is being 
given for alert engineering minds to 
keep abreast of developments in the 
application of atomic energy to power 
plants. 


Ben after-hour classes also provide 
an opportunity for heads of de- 
partments and their assistants to con- 
duct classes, and thus provide exercise 
for their teaching ability. Wherever 
possible, departmental executives are 
encouraged to take the lead in present- 
ing information from the field in which 
they are best qualified. The course in 
company organization describes the 
functions and procedures of the various 


units in the organization. It is pre 
sented largely by means of kodachrome 
slides and motion pictures, supple- 
mented by discussion from the head 
people of the department. This practice 
has not only developed some first-rate 
lecturers and discussion leaders among 
the executive personnel, but has also 
stimulated good-natured competition 
as to which group can make the best 
showing. It has also given employees 
an opportunity to see more of the 
“brass,” and to talk with them, a situa- 
tion not ordinarily possible in the day- 
to-day operations of a large concern. 
During the question periods when the 
visiting “lecturers” take seats on the 
platform in front of the class (attend- 
ance at this class averages around 
eighty per meeting), employees have 
found the “bosses” to be quite human 
and personable. At the same time, de- 
partment heads have acquired added ap- 
preciation for the interest of the em- 
ployees in the details of company opera- 
tion. 


HILE the curriculum has been laid 

out to appeal mainly to non- 
management people, it is now felt that 
the management group has _ been 
neglected to some extent, and steps are 
being taken to broaden the program. 
A course in conference methods and 
techniques for management people fea- 
tures a dinner meeting in which the din- 
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the Commonwealth Edison Company for upwards of thirty 


q “A PROGRAM Of educational courses has been in operation in 


years, a program beneficial both to the company and the pub- 
lic. Some thirty-five subjects relating to the business and not 
readily available elsewhere are listed in the company’s current 
catalogue, They are offered to employees on a tuition-free, 


voluntary-attendance basis.” 
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ner is a part of the discussion pro- 
cedure. Coincidentally, the “gradu- 
ates” of this class have found abundant 
opportunity to exercise their discus- 
sion technique in the meetings of the 
Forum on Supervision, described be- 
low. 

Conscious effort is made to get away 
from the traditional feeling of a “class- 
room atmosphere.” Since all of the in- 
structors are management people, it is 
felt that they should take the lead in 
encouraging freedom of expression 
and in promoting a friendly approach 
to common objectives. The classes at- 
tract approximately a thousand enroll- 
ments annually, about 15 per cent of 
which are repeaters who take two or 
more courses. Facilities are located in 
the company’s downtown offices and 
consist of four permanent classrooms 
amply equipped with demonstration 
and laboratory gadgets, and the usual 
visual aids such as motion pictures and 
slides. In addition there are other meet- 
ing rooms available for classes as the 
occasion demands. 


fo projects described as falling 
within the third part of the com- 
pany’s educational program, such as 
the Forum on Supervision, are partly 
on company time and partly on the 
employee’s, in so far as utilization of 
the lunch hour for meetings is con- 
cerned. The Forum will be described 
on the basis that it is an example of the 
plan to use maximum participation on 
the part of supervisors wherever pos- 
sible. The Forum is divided into four 
subsections of fifty men each. Each 
section meets at luncheon in a company 
dining room once a month on succes- 
sive Tuesdays. A section is seated 
among eight round tables, at each of 
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which sits a discussion leader who is 
representative of the middle manage- 
ment levels. This individual is a mem- 
ber of a committee of sixteen, known 
as the Forum Committee, which has 
the responsibility of not only selecting 
topics for discussion, but of sitting in 
to see how these topics work out in 
practice, 

At each meeting eight members of 
the committee, to accommodate the 
eight tables which are used in seating 
each section, act as discussion leaders 
with the primary responsibility of see- 
ing that the discussion is free and un- 
inhibited, and that each person has an 
opportunity to express himself. 


O NE of the seven vice presidents of 

the company serves as chairman 
of these meetings for four consecutive 
sections—the length of time necessary 
to cover a given topic. The chairman 
thus brings to the meeting evidence of 
the support given by top management 
to the program. Luncheons are held in 
what is known as the Advisory Com- 
mittee Room, a well-appointed dining 
room which has been the traditional 
meeting place for one of the upper 
management committees for many 
years. There is thus some prestige con- 
nected with this feature, including the 
fact that the appointments and service 
are the same as those given to the up- 
per management committee. 

At each meeting the chairman, in ad- 
dition to announcing the topic, adds 
whatever explanation he thinks is 
necessary to clarify the issues and to 
set the stage for the ensuing discussion. 
At the conclusion of his remarks, the 
tables break out in simultaneous group 
discussion for forty-five minutes. A 
stranger, coming into the room at the 
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College Graduate Orientation Plan 


i 4 HE ‘college graduate orientation plan’ involves selected college 

graduates, mostly technical, who are circulated through the com- 

pany [Commonwealth Edison] on a part-class-room, part-on-the-job 

arrangement preliminary to regular assignment, This orientation plan, 

begun in 1912, was discontinued at the beginning of World War II. Con- 

sideration is being given to its reéstablishment with such changes as may 
be necessary to meet changing conditions.” 





precise moment when the starting sig- 
nal is given, would no doubt be startled 
at this innovation to the conventional 
“meeting.” During this discussion 
period the chairman moves from table 
to table for the purpose of asking ques- 
tions or just listening in order to catch 
the trend of thought. When time is up, 
he calls on each discussion leader for a 
report, emphasizing that minority as 
well as majority opinion is desired. 
NX the conclusion of each meeting 
the written reports are turned 
over to the supervisor of education and 
training for summary preparatory to 
forwarding a report on each topic to 
the sponsoring committee on super- 
visory training. Here the report is dis- 
cussed and further analyzed, and 
recommendations prepared for submis- 
sion to the top operating committee, 
where further approval can transmit 
recommendations into company policy. 
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Of the seven topics for completion 
by July 1, 1947, the following six have 
been explored in the twenty-four meet- 
ings of the various sections which 
have been held since last November : 


What personal leadership traits are 
necessary to supervise people effective- 
ly? 

In your opinion, what are the re- 
sponsibilities of supervision ? 

In your opinion, what authority 
should a first-line supervisor have in 
order to do his job well? 

What are some of the things that 
superiors do which tend to create a 
“to-hell-with-it” attitude on the part 
of subordinates? 

What are some of the things that 
subordinates do that tend to irritate 
superiors and interfere with the 
effective discharge of management re- 
sponsibilities? What can be done to 
correct these situations ? 

What do you think should be done to 
strengthen supervisory positions as 
parts of the management structure? 
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pep the very considerable amount 
of data developed in these meetings 
there is to be evolved a code on super- 
vision, which, when written and ap- 
proved by the top management com- 
mittee, will become a guide to the super- 
vision of personnel at all levels. Inas- 
much as it will be based upon the con- 
sidered judgment of more than two 
hundred supervisors whose average 
service with the company is upward of 
twenty-five years, it is believed that 
the code will be a sort of local product, 
which the people who have to admin- 
ister it can say that they had a hand in 
developing from scratch. 

A number of by-products have been 
noticeable as coming from these meet- 
ings. Men who have known each other 
only by a voice over the telephone or 
by a signature have been brought to- 
gether, some for the first time. The en- 
tire group has the opportunity of know- 
ing each of the vice presidents and the 
members of the committee on super- 
visory training, who visit one of the 
sections of the Forum each month. It 
is thought that this more intimate ac- 
quaintance among the various levels of 
management is conducive to a sense of 
“belonging” in the company rather than 
to a feeling of detachment, particularly 
if the individual is located at some out- 


lying property. 


. main conclusion to date is that 
the entire Forum procedure has 
resulted more in a “vindication of the 
obvious” rather than a “clarification of 
the obscure” process. Some spots are 
appearing, such as a need for more spe- 


cific instruction in presupervisory 


duties. For instance, when such a need 
is uncovered the training and safety 
division attempts to meet it either by 
developing a course for the after-hours 
classes ; by a series of conferences pre- 
sided over by company people and sup- 
plemented by an expert from some one 
of the local universities; through in- 
clusion in some established training 
course; and also by liberalizing the 
courses in the tuition refund system 
which may be taken without being per- 
tinent to the employee’s work. 

In this case there have recently been 
added to the approved courses two 
terms of first-year college level public 
speaking, psychology, and economics. 
As an educational activity the plan 

above described features learning 
by doing. Little has been brought out 
that could be classified as something 
which has not been known at some time 
or other. But to have a large group of 
key people develop principles of super- 
vision which they, from experience, be- 
lieve to be a part of their code of opera- 
tion, lends a sort of local proprietary 
air to the principles brought out. It is 
as though each person responsible for 
supervising the activities of employees 
has had a hand in stating what he thinks 
is the most effective means for carry- 
ing out the responsibilities of his job. 
These operations have been entered 
into in the spirit of exploration, to the 
end that the educational needs of both 
superiors and subordinates in the com- 
pany organization can be brought out 
on the basis of helping the day-to-day 
operations of the business move along 
with increasing efficiency and harmony. 
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Financing Problems for 
The Independents 


Bearing of present price levels and cost of automatic 

central office telephone equipment. Basic informa- 

tion required before lending institutions can express 
even a tentative interest in the matter. 


By FERGUS J. McDIARMID* 


HE American Telephone and 
Telegraph Company and its sub- 
sidiaries are now engaged in a 
construction program expected to cost 


about four billion dollars over the next 
four or five years. It has been esti- 
mated that this will involve outside 
financing through the sale of bonds and 
stocks to the public totaling as much as 
two and one-half billion dollars and 
representing about a 40 per cent in- 
crease in the outstanding capital of the 
system. The purposes of this program 
are twofold. First, it will enable the 
system to meet the large unfilled de- 
mand for telephone service. Second, 
by making use of technical develop- 
ments it will enable the company to 
better cope with the labor situation. 
Payrolls of the Bell system now 
amount to in excess of 50 per cent of 
operating revenue, a proportion com- 
paring with that of the railroads and 
comparing very unfavorably with pay- 


*For personal note, see “Pages with the 
Editors.” 
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rolls of only about 20 per cent of rev- 
enue in the case of the electric utilities. 
Furthermore, there is no guaranty that 
telephone wage levels will not go high- 
er, and they possess a real threat to 
the earning power of the industry, al- 
ready reflected in dividend cuts of some 
Bell subsidiaries. There is no doubt 
that the main hope of successfully cop- 
ing with this problem is in the conver- 
sion of the system to automatic opera- 
tion to the maximum extent possible. 
This is going to cost a lot of money. 
The pattern of financing for the Bell 
system is well established. Its operat- 
ing subsidiaries can sell long-term 
bonds on a very favorable basis, and 
some are engaged in doing so. The 
parent itself can market its debentures 
at a comparatively low interest cost; 
and while offerings of these no longer 
meet with an enthusiastic scramble on 
the part of investors—since many 
potential buyers are beginning to feel 
loaded up with them—there is no doubt 
that they can still be marketed in large 
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quantity at a price, mainly to financial 
institutions. American Telephone and 
Telegraph might sell debentures con- 
vertible into common stock, as it has 
done before, or it can sell more stock 
directly. What effect this process of 
capital dilution will have on the $9 
dividend is problematical, but the re- 
quired funds can no doubt be raised. 


Problem of the Independents 


— problem facing many inde- 
pendent telephone companies dif- 
fers from that of the Bell system in 
scale but not in degree. Indeed, in the 
case of some independents this problem 
may be still more critical. I refer to 
companies whose property now con- 
sists largely of small manually operated 
exchanges, The current wage situation 
has made the conversion of such ex- 
changes to automatic operation the 
price of economic survival. It means 
the difference between an operating 
profit and an operating loss, aside alto- 
gether from the little matter of return 
on invested capital. The wage situa- 
tion, therefore, has companies operat- 
ing such exchanges over a barrel. 

At present price levels the cost of 
automatic central office equipment is no 
small matter, amounting to about $100 
per line. In addition, a company is like- 
ly to find itself with a number of sub- 
sidiary expenses, including, for ex- 
ample, the cost of new buildings to 
house the new equipment, new tele- 
phones, dials for existing telephones, 
additional cable, etc. It is quite pos- 
sible for the over-all cost of conversion 
of a manual system to dial to approach 
$100 per telephone, a figure at which 
some good quality manual systems used 
to sell not so long ago. 

How is a relatively small telephone 


company to raise this money? Even if 
the management were willing to dilute 
the present common stock ownership, 
the task of selling common stock in the 
face of the present rather jittery stock 
market would be a difficult one and 
would involve doing so on a basis which 
would promise purchasers a very high 
rate of return. The common stocks of 
a goodly number of large and well- 
known utilities are currently selling at 
less than ten times present earnings. As 
a practical matter this method may be 
ruled out for most small independent 
telephone companies, whose record of 
recent earnings in the face of mount- 
ing costs may not be impressive. Even 
the sale of preferred stock by such com- 
panies under present conditions would 
be a very difficult and costly matter. 
The sale of a public bond issue would 
probably involve rather high overhead 
expenses, 

The easiest and most economical way 
for such a telephone company to raise 
the required capital is through a private 
term loan from a financial institution, 
life insurance companies being the 
most important in this field. Based on 
experience derived in working out a 
number of such loans for telephone 
companies in recent months, ranging in 
size from $50,000 to nearly $1,000,- 
000, the writer can assure potential bor- 
rowers that this process need be neither 
complicated nor fraught with high 
overhead to the borrowing companies. 
This is in spite of the fact that such 
loans must be tailor-made to suit indi- 
vidual situations. A rather standard- 
ized procedure can be used. 


Getting the Ball Rolling 


| P eaecay before placing orders for 
new equipment, the telephone 
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management will want to know where 
the money to pay for it is coming from. 
It can do this by approaching a financial 
institution directly for a loan commit- 
ment. With the standing in line for 
telephone equipment which is now 
going on, the borrower may wish the 
loan to be paid out over a period of 
time as equipment is delivered or pay- 
ments upon it are required. Sometimes 
this period will cover as long as three 
years. The borrower wishes to pay in- 
terest on the loan only while he has the 
proceeds in hand. However, institu- 
tions, in making commitments to ad- 
vance funds in the future, are advanc- 
ing something of value. They are tak- 
ing the risk of money rates tightening 
in the interim or the credit of the com- 
pany deteriorating. Usually therefore 
it is customary to charge a commitment 
fee on the unadvanced part of the loan, 
one-half per cent per annum, on a 
pro rata basis, being a reasonable rate. 


| yon the lending institution can 
express even a tentative interest in 
the matter, certain basic information 
will be required. It should be possible 
for such an institution to make up its 
mind as to its probable interest on re- 
ceipt of the following information: 


1. A 10-year record of the income 
account showing revenue, operating 
expense, maintenance expense, de- 
preciation allowed, taxes (with Fed- 


7 


eral income and excess profits taxes 
separate), net income, fixed charges, 
earnings available for dividends, and 
dividends actually paid. A breakdown 
of revenue among local : exchange 
revenue, toll revenue, and other rev- 
enue will also be useful. 

2. The latest balance sheet of the 
company. 

3. The location of the various ex- 
changes, the number of telephones per 
exchange, with a breakdown among 
business, residential, and rural tele- 
phones. Also there might be added the 
type of present operation—whether 
magneto, common battery, manual, or 
dial—for each exchange. As a sub- 
sidiary bit of information, a rough de- 
scription of the toll lines owned and 
the proportion of total lines in cable 
would be of interest. 

4. The local exchange rates and, in 
the event a higher scale of rates is 
going into effect with the installation 
of automatic equipment, the proposed 
new rates. 

5. The amount and purpose of the 
loan and an approximate schedule on 
which disbursements thereof are de- 
sired. 


With this information in hand, a 
lending institution should not take long 
to make up its mind whether it has no 
interest or whether it wants to go 
ahead. In the event of the latter, an in- 
spection of the property and territory 
and an interview with the management 
will probably be required, with or with- 
out the aid of an engineer selected and 
usually paid for ly the lende-. 


go higher, and they »ossess a real threat to the earning power 


q “... there is no guaranty that telephone wage levels will not 


of the industry, already reflected in dividend cuts of sone Bell 
subsidiaries. There is no doubt that the main hope of siwccess- 
fully coping with this problem is in the conversion of the sys- 
tem to automatic operation to the ssaximum extent possible. 
This is going to cost alot of money.” 
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by determining interest in such 

financing, the most important single 
consideration is earning power. It 
often happens that independent tele- 
phone properties which have been 
manually operated cannot show present 
earnings sufficient to meet interest and 
amortization on the proposed loan by 
a safe margin. There may, however, be 
two offsetting factors. The first of 
these is a possible rate increase to go 
into effect when the system goes auto- 
matic. In the case of one loan recently 
negotiated by the writer, such commis- 
sion-approved increase was equivalent 
to 50 per cent of present local exchange 
rates and was sufficient to bring about a 
doubling in net earnings available to 
pay interest. Such an increase may be 
justified by the greatly increased invest- 
ment in plant on which a return must 
be earned, and a substantial improve- 
ment in service. 


The other source of increased earn- 


ing power is the elimination in large 
measure of operators’ wages, which are 
the largest single expense item of many 
manually operated systems. It is true 
that a few operators usually have to be 
retained to handle toll calls and that 
there will be maintenance, depreciation 
charges, and taxes on the additional 
plant. However, a substantial part of 
the reduction in operators’ wages will 
carry through to net, probably in 
amount sufficient to pay a reasonable 
return on the additional plant invest- 
ment. 


The Interest Rate and Related Matters 


H’’ high an interest rate should a 
borrower expect to pay on such 
a loan? That will depend on a number 
of factors. First of all, one must con- 
sider the size of the loan and the size 
AUG. 14, 1947 


of the borrowing telephone company. 
It is a hard fact that the cost of mak- 
ing such a loan is about the same re- 
gardless of the size of the loan. There- 
fore, a small loan to a small company 
will require a considerably higher in- 
terest rate than a large one in order to 
absorb the overheads. Very small 
loans—for example, those materially 
under $50,000—can hardly carry a rate 
sufficient to compensate for the ex- 
pense ; but a lending institution may still 
be willing to consider these either as a 
service to the local borrower or to avoid 
the hurt to its own conscience involved 
in turning down a little fellow. 

At the other end of the scale of 
rates, a lender will not care to go down 
to a level which could be duplicated by 
investing in the open market in issues 
of equal quality, after giving weight to 
the expenses involved in private financ- 
ing and with some allowance for the 
lack of marketability of the private 
loan. 

Helping to determine relative qual- 
ity of loans are the percentage of loan 
to total capital, the record of past earn- 
ings, and the probable level of future 
earning power. The size of the indi- 
vidual exchanges operated helps to de- 
termine the profitability of a system. 
Small exchanges which tend to be un- 
profitable are known in the industry as 
“turkeys.” A relatively large system 
will have more strength through diver- 
sification of its business and territory, 
and through a greater volume of busi- 
ness to absorb overheads. Considering 
all factors, for such loans under $1,- 
000,000 the interest rate should gen- 
erally lie within the limits of 43 per 
cent and 34 per cent, the former rate 
applying only to quite small loans and 
marginal loans. Considering the fact 
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Cost of Automatic Central Office Equipment 


CO AT present price levels the cost of automatic central office equipment 
is no small matter, amounting to about $100 per line. In addition, 

a company ts likely to find itself with a number of subsidiary expenses, 
including, for example, the cost of new buildings to house the new equip- 
ment, new telephones, dials for existing telephones, additional cable, etc.” 





that such a loan, after it is made, may 
represent over half the total capital 
structure of a company, and even in 
some cases in excess of 60 per cent of 
total capital, and considering the very 
low cost of setting up such a loan and 
the fact that the telephone company ex- 
pects to earn 6 per cent on its total 
capital, this seems to be a reasonable 
range of rates. On a very few, com- 
paratively gilt-edged situations, where 
the ratio of loan to property value is 
low, a rate slightly under 34 per cent 
might be forthcoming. 


oR how long a term should such a 

loan run? Generally twenty-five 
years is considered the maximum limit, 
and this term will be available mainly 
to companies in the upper-sized range. 
For smaller properties, where diversi- 
fication of territory is lacking and the 
risk greater, the term may not run over 
fifteen years. 

Amortization of the loan over its 
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life will probably be requested, a rate 
of one per cent per annum being about 
the most favorable offered, and usually 
a considerably faster rate being consid- 
ered appropriate. A practice which ap- 
peals to many borrowers is to have two 
rates of amortization—a minimum one 
which is mandatory, and a higher one 
optional to the borrower. When the 
borrower does not take full advantage 
of his right under the latter, he some- 
times is given the right to catch up 
within a set limit. The writer has 
found that attitudes of borrowers dif- 
fer widely. Some who have never been 
in debt before want to pay off their debt 
as quickly as possible, while others 
favor the good old utility custom of 
permanent indebtedness. 

A farsighted borrower may wish to 
make provision for an expansion of 
the loan at some future date. He may 
have ambitions to acquire a neighbor- 
ing telephone exchange or to acquire 
automatic toll recording equipment if 
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and when it becomes available. A loan 
agreement may provide for additional 
borrowing up to 60 per cent of the cost 
of subsequent net additions to the prop- 
erty, subject to a test of earnings being 
sufficient to safely carry the additional 
debt. Such a provision raises a prob- 
lem. If it is contemplated that the 
total amount of indebtedness will be 
held by more than one investor, a trus- 
tee will be required; and this involves 
some expense to the borrower. This 
can only be avoided if it is provided that 
additional bonds to be sold can only 
be offered to the original lender, and 
trust that he will be willing to buy them 
when the time comes. It is wise, there- 
fore, to select a lending institution 
which will be capable of and willing 
to make an additional investment in the 
company, subject to a satisfactory 
showing of credit worthiness. 


gages was previously made of 
the relative size of some such 
loans in relation to total capitalization. 
It is to the advantage of the lender, and 
it should be the desire of a conservative 
borrower, to bring out-size loans into 
line with a conservative capital struc- 
ture as quickly as possible. This can 
most readily be done by retaining earn- 
ings in the business. A formula used 
by the writer to do this involves limit- 
ing dividends to 60 per cent of earnings 


until the loan is reduced to 60 per cent 
of total capitalization, and limiting 
dividends to 80 per cent of earnings 
while the loan is between 50 per cent 
and 60 per cent of total capitalization. 
Thereafter dividends would be limited 
to 100 per cent of earnings. 


ph private institutional loans have 
certain advantages to the borrower 
over public financing: 


1. There is only a single concern to 
be dealt with rather than numerous, 
widespread bond- or stockholders, so 
that consent to desirable changes in the 
loan agreement is comparatively easy 
to obtain. 

2. There is a minimum of financing 
expense, involving no underwriting 
fees or commissions, no bond printing 
expense, or trustees’ fees. Usually 
legal fees can be eliminated by having 
such matters handled by the counsels 
of the borrower and lender. 

3. There is a saving of interest dur- 
ing the construction period, with the 
borrower paying only a modest com- 
mitment fee. 

4. The borrower, in making such a 
loan, will probably establish a relation- 
ship which will be valuable in obtain- 
ing promptly additional financing as 
required. Over the long pull this may 
be a very valuable thing for a small 
company whose credit has not been 
publicly established. Also, it may serve 
the company in good stead during some 
future period of general financial 


stringency. 





ce I F we nationalize our mines it is going to result in less coal being pro- 
duced. It will be produced at greatly increased costs, and the lack of 


production will limit production of all ot 


r types of goods. It will bring 


about a shortage of goods on the markets, because we cannot have an 
abundance of goods without an abundant supply of coal. 

“We must also recognize when coal is nationalized and there ts a short- 
age of goods and strikes in other industries that these industries will 
also be nationalized, and we will have complete statism. The thinking 
of America is not ready for this and never will be.” 


—Joun D. Ba 


TTLE, 
Executive Secretary, National Coal Association. 
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Cost versus Price: 
A Management Problem 


A discussion of the value of cost analysis to public 
utility management in the attainment of more effec- 
tive and equitable rate regulation. 


By WILLIAM S. LEFFLER* 


cYNIc has been facetiously de- 


fined as one who knows the 
price of everything and the 
value of nothing. 

This somewhat hackneyed witticism 
might conceivably be paraphased to ap- 
ply to those who confuse “cost” with 
“price’’ in the field of public utility eco- 
nomics. Such confusion can be, and in 
this writer’s opinion has been, the basis 
for much difficulty in the practical me- 
chanics of regulation. 

Let us therefore come directly to the 
point of fundamental distinction be- 
tween cost analysis—sometimes called 
“costing” —and rate making—some- 
times called “pricing.” Costing is a 
fairly precise mathematical process 
which began its evolution as a special 
application of ordinary economics more 
than a half-century ago. It is simply 
the determination of the costs incurred 


*For personal note, see “Pages with the 
Editors.” 
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in doing business. Where business is 
broken down into different groups or 
classes of service—as is the case of 
public utility operations—costing re- 
veals, for each class and rate applica- 
tion, the return earned and the pro- 
gressive costs incurred. It indicates 
(but does not dictate) the rate form 
which would more nearly follow the 
determined cost pattern. 

The actual fixing of rates, however, 
is the function of pricing. In other 
words, costing can only show the limit 
below which pricing becomes noncom- 
pensatory. 

Next let us look at pricing. This calls 
into play a number of elements, not all 
of which can be reduced to a precise 
mathematical basis. Pricing cannot be 
so restricted because it must cover, at 
the same time, rate classifications which 
may be competitive and those which, 
for policy reasons, cannot strictly fol- 
low the rate pattern indicated by cost 
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analysis. Any attempt to restrict pric- 
ing by “yardstick rates” or arbitrary 
regulatory fiat can only defeat the ulti- 
mate goal—proper and desirable pric- 
ing levels and procedures. 

It will be seen from this that cost 
analysis, by its very nature, is a restric- 
tive process. The analyst cannot ac- 
curately forecast his results nor, with 
honesty, develop answers designed to 
justify preconceived notions. Pricing, 
on the other hand, must, by its very 
nature, be an unrestricted process. 


we this distinction in mind, here 
are five cardinal points to be 
recognized in pricing procedures : 

1. Each class rate should be such as 
to pay the cost of serving that class. As 
a practical matter, it is impossible to 
adjust rates so delicately that no single 
customer of any class would be served 
at a loss. But there is a limit, or “‘toler- 
ance point,” beyond which trivial dis- 
criminations (in favor of a customer 
or class of customers) should not be 
permitted. Cost analysis will reveal 
this “tolerance point.” 

2. Conversely, no class rate should 
provide an immoderate return upon in- 
vestment. Here again, cost analysis 
will reveal the limit of practical tolera- 
tion, for guidance of both the regula- 
tory authority and the company man- 
agement. 

3. “Value of service” is the upper 
limit of any rate; but it still may be 
more or less than the cost of serving 
the business. That may sound some- 
what paradoxical. But here are ex- 
amples: Let us say a new, “high cost” 
business—usually luxury service—sud- 
denly appears in such a way as to 
threaten to burden the company’s al- 
ready established business. Under such 
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circumstances, management should 
charge as high a price as compatible 
with “value of service.” In this respect, 
we come pretty close to the old theory 
of “what the traffic will bear.” On the 
other hand, suppose some new type of 
off-peak or controllable load appears, 
which the company cannot secure un- 
less it is priced below the “value of 
service” to the customer. Under such 
circumstances, it is permissible to price 
new business at a rate which merely 
repays to the utility the cost (including 
capital cost) incurred in the addition of 
this business. It may not be prudent 
to do so, however, because new busi- 
ness, in order to be really desirable, 
should bear not only its “incremental 
cost” (cost of adding the business ), but 
should also contribute to the good of 
the enterprise as a whole. In any event, 
it will be seen that “cost” is in no way 
affected by “value of service.” It may 
either be greater or lesser than the lat- 
ter, in special cases. 

4. Although each class of service 
may be separately priced they all 
should bear some responsibility for the 
existence of the system as a whole. 
This is the real challenge to the art of 
skillful pricing. What it amounts to 
is the equitable measurement of the re- 
sponsibility of the new customer, the 
old customer, and the owner of the util- 
ity, as reflected in rate schedules. 

5. Prices are not made by costs. 
Costing can only show the effects of 
progressive pricing changes, and, 
within reasonable limits, what changes 
in pricing might be required, if any 
particular class of business were sud- 
denly lost and no new business (of 
similar load characteristics) were 
available for replacement. But this is 
not the same, by any means, as falling 
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into the familiar fallacy that “costs 
could, or should, make prices.” 


HE techniques of costing, as ap- 

plied to public utilities, are based 
on accepted methods of apportionment 
and analysis. The whole idea is to de- 
termine the cost of rendering service 
to each of several classes of customers. 
Of course, even though the costing 
procedure is largely mechanical, com- 
mon sense can determine where the cost 
analyst can take short cuts. It will also 
tell him where detailed investigation, 
however tedious, cannot be avoided. 

Cost analysis, therefore, furnishes 
management with a guide for chang- 
ing prices. It does this in two ways: 
(1) It shows up a class rate which has 
become “out of line” (with respect to 
cost) as compared with other class 
rates; and (2) it gives management a 
seasonable opportunity either to change 
or to justify that rate. 

It obviously follows that cost anal- 
ysis can be equally enlightening to the 
regulatory authority, which has the 
statutory duty of fixing rates which are 
free from “unwarranted and unreason- 
able discrimination.” It is a well-settled 
principle in regulatory practice that not 
every rate discrimination is an unlaw- 
ful discrimination. Indeed, as we 
have seen, practical rate making does 
not permit such a precise adjustment 
as to eliminate all theoretical rate dis- 
criminations, But the regulatory au- 
thority, which should be just as inter- 
ested as management in seeing that 
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utility rates remain within the limits 
of “tolerance,” can best accomplish this 
through the X-ray test, so to speak, of 
cost analysis. 

For this reason, management and 
regulation can use the cost study coop- 
eratively. Management can use it as a 
prelude to pricing, to determine how 
much of the total return shall be con- 
tributed or collected from the individual 
customer or class of customers. The 
regulatory authority can double check 
the results on the basis of cost analysis 
data developed by the company. 

Stated another way, regulation con- 
cerns itself primarily with “estab- 
lished fair value” of used and useful 
property. Management’s concern, in 
pricing, is to provide and maintain 
plant adequate to serve the present cus- 
tomers and also meet future growth 
requirements. Experience shows that 
the purpose of both regulation and 
management will be accommodated if 
the cost study is firmly grounded on a 
costing base (capital and expense) ex- 
pressed in properly balanced current 
costs, or as near thereto as practicable. 
There is no such thing as a constant 
“costing base” nor any continuing 
“yardstick” relationship between the 
costs per kilowatt hour delivered to each 
of the major classes of service. Con- 
secutive cost analyses frequently reveal 
that the cost per kilowatt hour delivered 
to one class of business is trending up- 
ward, while during the same period the 
cost per kilowatt hour delivered to an- 
other class is trending downward. 


e 


gan its evolution as a special application of ordinary eco- 


q “Costinc is a fairly precise mathematical process which be- 


nomics more than a half-century ago. It is simply the deter- 
mination of the costs incurred in doing business.” 
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As already indicated, cost analysis 
not only gives management timely 
warning of “‘out-of-line” rates, but, by 
the same token, provides an oppor- 
tunity to make the necessary gradual 
transition. An electric company client 
of this writer had its first cost alloca- 
tion made in 1926. This showed that 
commercial business produced the 
highest rate of return, while “sales of 
energy to other utilities” produced the 
lowest return. This disparity in rates 
of return was of the order of 229 to 1. 
This was clearly too much. In follow- 
ing years, the management of this com- 
pany was able to make such adjust- 
ment that by 1940 the ratio of maxi- 
mum to minimum class return had been 
reduced to about 2 to 1, which was as- 
sumed to be a reasonable differential 
as of that time. The illustration (see 
Chart I) accompanying this article de- 
picts this transition and it will be noted 
that the lowest class return in 1946 was 
earned by “municipal street lighting,” 
not “sales to other utilities.” 


Payee analysis has its own tool kit of 

phraseology which indicates the 
mechanics of the process. We cannot 
go into details here. There are, for ex- 


” «6 


ample, “cost allocation,” “cost anal- 
ysis,” and “cost appraisal.” The dis- 
tinctions between these three proce- 
dures are not sharp, for the accuracy 
of one shades into that of another in 
the course of collecting and utilizing 
the basic information. But in all of 
these we deal with five general elements 
of cost causation for the existence of 
investment and operating expenses. 
These elements are: 

1. Customer costs. These embrace 
all the costs to serve the customer 
whether or not he uses any electricity 
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at all. For example, they include in- 
vestment and expenses associated with 
services, meters, customer accounting, 
collecting, business promotion, etc. 

2. Demand costs. These include all 
the costs connected with “readiness to 
serve” a customer who is actually us- 
ing energy in excess of minimum re- 
quirements. Such costs take in fixed 
and operating charges on production 
and transmission plant, and part of dis- 
tribution charges. 

3. Energy costs. These are the in- 
vestment and expense costs which are 
proportional to the kilowatt hours de- 
livered, regardless of the rate of use (or 
demand). 

4. Direct charges. These are spe- 
cial costs which are applicable to cer- 
tain classes of utility service, such as 
street lighting, maintaining fire hy- 
drants, etc. 

5. Income costs. These are miscel- 
laneous expenses, such as excise taxes, 
income taxes, and collection expense, 
which are a function of gross revenue 
or net income. They are apportioned on 
the basis of revenue or taxable income 
from each class which incurs the in- 
dividual expense. 


HE next step in costing is to de- 

velop within each class of service 
the investment and expense for each 
unit of cost causation. Then those units 
are used to calculate the progressive 
cost to deliver the varying amounts of 
energy required by any individual cus- 
tomer or group of customers with 
known characteristics of consumption 
and load factor in each class. The 
graph of this progressive cost to serve 
is called a fundamental cost curve. The 
various components of cost entering 
into the total cost to serve a domestic 
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customer who uses energy in various 
amounts from zero to 160 kilowatt 
hours per month are shown on Chart II. 

First, the expense elements are 
plotted, superimposed one upon the 
other, beginning at the bottom—the 
customer component, the demand com- 
ponent, and the energy component, 
which sum up to cost to serve at 0 per 
cent return. The curve labeled cost to 
serve at O per cent return represents ex- 
pense only and it marks the lower limit, 
or “tolerance point,” for pricing. Next 
there is determined the investment re- 
sponsibility for the customer at each 
point of increasing consumption, to 
which is applied the rate of return 
earned by the class (i.¢., 3.95 per cent), 
and, adding property computed tax and 
income expense liabilities for each dol- 
lar of return earned, there results the 
final curve labeled total cost to serve at 
3.95 per cent return. 

Right here it is well to state that 
Chart II does not represent average 
costs, nor is it to be considered as 
typical of the industry as a whole. It 
is the result of a cost analysis on a 
particular property with a return com- 
ponent the same as was earned by the 
domestic service in that company for 
the year 1944; and, except in its gen- 
eral slope, might bear little relation to 
the cost curve that would be the result 
of a similar analysis on the domestic 
service in some other company. The 
return component might have been cal- 
culated at any rate of return deemed ap- 
propriate and the plotting of the curve 
labeled “total cost to serve” would be 
above or below the position at 3.95 per 
cent return shown on Chart II. There 
would be no change in the position of 
the curve labeled cost to serve at 0 per 
cent return. 
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HEN it comes to pricing, manage- 
ment wants to know at which 
usages the present or proposed rate pro- 
duces gains or losses. Plotting the rate 
on the graph of the fundamental cost 
curve (as shown in dash-dot line on 
Chart II) indicates its progressive re- 
lationship with the fundamental cost 
patterns but does not demonstrate: (a) 
how many customers are paying prices 
below total cost to serve and the an- 
nual aggregate amount of these de- 
ficiencies, (b) how many customers are 
paying prices above total cost to serve 
and the annual aggregate amount of 
these excess payments. Obviously, 
when total cost to serve is computed 
at the rate of return earned by the 
class as a whole, then the annual ag- 
gregate deficiencies incurred in serv- 
ing the limited use, low-load-factor cus- 
tomers will equal the annual aggregate 
excess payments exacted from those 
customers who make more generous 
and longer-hour use of the company’s 
investment devoted to their service. 
We cannot, in this brief article, go 
into the further details of the me- 
chanics of the cost analysis. But the ac- 
companying illustrations show how the 
“end result” gives both management 
and regulation an over-all picture of 
the return the major class of utility 
service may be paying, through its 
rates, from year to year, as compared 
with the over-all return earned by the 
utility ; and, within each class, show the 
progressive relationship of the rate 
with the fundamental cost patterns as 
well as the annual aggregate defi- 
ciencies and excess payments to the 
total cost to serve computed at the de- 
termined rate of return. 
As evidence that the state commis- 
sions are beginning to welcome cost 
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analysis as a valuable instrument in re- 
placing theoretical regulation with fac- 
tual regulation, here is a brief quota- 
tion from a statement made at the 
twenty-second annual conference of 
state utility commission engineers 
(May, 1944) at St. Louis, by the chief 
engineer of the Connecticut commis- 
sion: 


Economic change is always an aftermath 
of war. Technological changes are sure to 
follow the present war. The utilities cannot 
hope to escape the effect of these changes. 
No one can positively predict the direction 
of rate adjustments. On one thing we can 
count; rate changes will be proposed. When 
continued increases in tax, labor, and fuel 
costs have been accompanied by rising prices 
of all other commodities and services, it will 
be difficult, if not impossible, to keep utility 
rates down. The economic hardships of in- 
flation and the technological developments of 
low-load-factor business, such as television 
and air conditioning, together with the prob- 
able loss of the long-hour loads to packaged 
power, all combine to further support the 
prediction that whatever rate adjustments 
are proposed by the utilities will be upward 
rather than downward. 

Hence, the question immediately arises 
as to whether the necessary revenue relief is 
going to be granted on the old “hit-or-miss,” 
or “horse-trading,” methods or will the rate 
revisions be based on an analysis showing 
which rates should and must be increased, 
and which price steps can be revised down- 
ward in the hope of attracting desirable new 
usage. Here, then, is where more accurate 
knowledge of costs becomes as valuable a 
tool to the regulatory authorities as it has 
been to those utilities whose management 
used it to guide them in scientifically making 
rates and formulating the most effective 
promotional policies. 


| IKEWISE, consider the following ex- 

cerpt from a report of the com- 
mittee on rates at the 1946 convention 
of the National Association of Rail- 
road and Utilities Commissioners at 
Los Angeles : 

In the determination of a fair rate of re- 
turn considerable thought should be given 
to arriving at a return which will have some 
stability ... Te reduce rates to the lowest 


common denominator, with the prospect of 
further labor and price increases, can con- 
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ceivably bring the earnings of a company to 
@ point where a rate increase is not only war- 
ranted, but imperative, in order that the 
company can provide the maximum service 
for which it was organized. We are enter- 
ing an expanding market for the uses of elec- 
tricity and gas, and, unless a company is in 
a position to readily finance the expansion, 
the public interest will suffer accordingly . . . 
The public interest will best be served by 
slow adjudication and continual analysis of 
the main factors making the rate, such as 
the costs of labor, fuel, and materials, de- 
preciation and capital costs, along with 
prospective revenue increases derived from 
the promotion and sale of electricity and gas. 
Only with such continual analysis can jus- 
tice be achieved both to the customer and to 
the company... 

We have now arrived at a reasonable basis 
for the regulation of rates. Factual regula- 
tion should now replace theoretical regula- 
tion, which has been burdensome for years. . 
A company, after conference, may agree to 
divide three ways any increment over and 
above a fair return; to the ratepayer who 
pays all bills, to the employee who provides 
the good management, and to the investor 
who furnishes the capital. This would ap- 
pear to be in the public interest and good 
regulation ... (Emphasis by the author.) 


As the foregoing committee pointed 
out, the utility industries are entering 
an expanding market for their services 
and, unless a company is in a position 
to finance the expansion, the public in- 
terest will suffer. But such financing 
can only be accomplished when equi- 
table treatment of invested capital is 
assured by reasonable regulation of 
rates. 

It follows that public interest will be 
best served by a continual analysis of 
the main cost factors before making 
the rate. Only through this valuable 
instrument, “cost analysis,” can justice 
be achieved for both the customers and 
the company. Only through this instru- 
ment can management be provided with 
demonstrable costs as accurate guides 
for determining the trends in rates of 
return to be expected from: (1) addi- 
tions to capital, (2) proposed changes 
in operating procedures, (3) variance 





COST VERSUS PRICE: A MANAGEMENT PROBLEM 


in sales promotion, (4) expected regulation is to replace theoretical regu- 
growth or predicted diminution in lation, costing provides utility manage- 
class loads. ment with the means for demonstrat- 

Costing provides management with ing to regulatory authority the sound- 
a guide for pricing; and, if factual ness and equity of its pricing. 








Jobs by Act of Congress 


a4 D” you know that a select few of Capital Transit’s em- 

ployees can truthfully say their jobs are a result of an 
act of Congress? It’s true, and the men we speak of are those 
who work as pitmen and trolleymen in our plow pits at the end 
of the underground conduit system. They convert the cars from 
the use of the underground plow, to the overhead trolley. 

“Way back in the 1880's the various transit companies in 
Washington began to convert their lines from horse- and cable- 
drawn cars to electricity. Alarmed at the potential danger from 
the overhead wires that were the accepted method of carrying 
the current, Congress passed a law. It expressly forbade the use 
of overhead trolley wires in the city of Washington, 

“As passed, the law applied only to the city of Washington 
which, at that time, embraced only the territory south of Bound- 
ary street (now Florida avenue). Everything north of Bound- 
ary street was the District of Columbia. 

“The transit companies, already faced with the expense of 
converting their lines to electric power, were now confronted 
with the added costs of the underground system. Unique, then 
and now, in this country, the underground construction costs 
were more than triple that of the overhead trolley system. 

“With the law against overhead trolley wires on one side and 
economic necessity on the other, the transit companies chose 
the middle road. They used both systems. Underground con- 
struction was installed within the boundary, and a little be- 
yond. Overhead trolley wires went up on the rest of the track- 
age. The plow pits, and their attendants, were the connecting 
links between the two systems. The law was obeyed, and the 
companies were spared a portion of the additional expense. 

“The dual system has continued in use, for the same reason 
that the original companies chose it. Aside from the economic 
angle, there is also the fact that the overhead system is easier 
to maintain, and is less subject to outside interference.” 

—Excerrt from “Transit News,” published by 
Capital Transit Company. 
225 AUG. 14, 1947 
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What Utility Lobby? 


A the smoke of the first session of the 
80th Congress clears away, it is 
difficult to discover very much evidence 
of the iniquitous work of former Secre- 
tary of Interior Ickes’ perennial night- 
mare—the utility lobby. This despite al- 
most daily jeremiads by Ickes in his 
capacity of newspaper columnist, and 
some half-dozen other nationally known 
newspaper columnists and radio commen- 
tators whom Representative Miller (Re- 
publican, Connecticut) had charged with 
being “rewrite men” for government 
propaganda. 

In any event, not a law was passed 
which would give the public utility lobby, 
as such, any cause for comfort or con- 
gratulation. The Miller bills to restrict 
the jurisdiction of the Federal Power 
Commission over electric utilities did not 
get out of committee. The Rizley Bill to 
restrict FPC jurisdiction over natural 
gas operations passed the House but was 
tabled by a Senate committee so that it 
would now take affirmative action to re- 
vive the measure in the upper chamber. 
As a matter of fact, the 6-to-5 vote of the 
Senate committee, taking into account 
two absentees, makes it very doubtful if 
the Rizley Bill can be revived next year. 

The Dondero Bill to shift public power 
marketing authority from Interior to the 
FPC likewise languished in committee, as 
did the Byrnes Bill to end FPC domina- 
tion over state commissions in the matter 
of accounting requirements for interstate 
utilities. The Rockwell Bill to reform 
the Reclamation Bureau’s double use of 
interest payments was still delayed even 
after being diluted by a compromise 
which had been expected to make its pas- 
sage through Congress an easy matter. 
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F course it would be difficult to prove 
that some of these bills were pro- 
utility in the sense that they would actu- 
ally benefit utility industries. But any 
bills having to do with correcting regula- 
tory or public power operations of the 
Federal government were unhesitatingly 
labeled as “pro-utility” by those who 
would have to take the disciplinary medi- 
cine if such laws were enacted. Nobody 
likes to take medicine and in this case the 
old childhood device of diverting parental 
authority through distracting attention to 
something else proved quite successful. 

True, Interior’s Reclamation Bureau 
suffered some heavy cuts in appropria- 
tions (nearly 40 per cent less than budg- 
et requests). But this lush department 
has usually been a target for the economy 
bloc, even during the Democratic Con- 
gresses of the later-day New Deal. The 
REA made out unexpectedly well with 
lending authority of $225,000,000 — as 
large as it ever obtained in its entire his- 
tory, beside a comfortable boost in ad- 
ministration funds ($5,000,000). If 
there was any lobby working in connec- 
tion with REA, it was certainly not the 
utilities and it was certainly quite success- 
ful. 

True, also, any of the foregoing bills 
are in a position to get going again at the 
next session. Some of them, such as the 
Rockwell and Rizley bills, seemed to have 
possibilities. But certainly nothing has 
happened to date to indicate any sub- 
stance for the alarums which Mr. Ickes 
and others have been crying about foul 
play and dirty work by the “vested in- 
terests.” Maybe such things are going on 
in the nation’s capital, but they certainly 
are not paying off. On the contrary, 
what does seem to be paying off is some 
pretty effective lobbying in favor of the 
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St. Lawrence seaway project which made 
better progress in the 80th Republican 
Congress than during the entire duration 
of the New Deal. 


NCIDENTALLY, Howard Wahrenbrock, 
I assistant general counsel for the FPC, 
admitted before a subcommittee of the 
House Interstate and Foreign Commerce 
Committee that there might well be such 
a thing as an identical source for news- 
paper columnists’ articles which appeared 
simultaneously in different syndicated 
columns attacking the Miller bills. 
Wahrenbrock, who appeared in opposi- 
tion to the Miller bills, was dismissed 
from the witness stand after six hours of 
testimony, after which Representative 
Hall (Republican, New York), chair- 
man of the subcommittee, decided that 
he had heard enough. Even so, Wahren- 
brock complained that he had not had 
time to prepare “the kind of a case 
I would like to have prepared.” Repre- 
sentative Hall observed that Wahren- 
brock’s testimony repeated about the 
same information contained in “news- 
paper articles” which had attacked the 
Federal bills. Hall then asked the wit- 
ness point-blank, “Would you say they 
are from the same source?” Wahren- 
brock replied, “Inasmuch as they reflect 
the same point of view, I would say yes.” 


¥ 


St. Lawrence Next Year? 


HE favorable vote of the Senate 
Foreign Relations Committee (9 to 

4) to report the latest version of a St. 
Lawrence seaway-power bill was not the 
only omen in favor of passage of such 
legislation next year. This is not to sug- 
gest with any degree of assurance that the 
bill will be passed next year. There is 
still a formidable economy bloc in the 
lower house, plus a terrific amount of op- 
position from eastern seaboard port 
states. Even assuming that the new St. 
Lawrence Bill gets away to an early start 
with Senate passage next year, it will 
have to clear these two difficult hurdles. 
But the other favorable omens were 
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(1) the vote of Senator Wagner of New 
York and (2) the active support of the 
powerful conservative Republican Gan- 
nett newspaper chain, which operates in 
upstate New York. Senator Wagner has 
been flirting with St. Lawrence legisla- 
tion for a long time. But port interests 
in New York city and railroad shipping 
interests in Buffalo have always had a 
restraining influence, so that he did not 
definitely come out in the open in support 
of the measure until recently. Wagner’s 
former Democratic colleague, Senator 
Mead, and his present Republican col- 
league, Senator Ives, are on record 
against the bill, as might be expected of 
other Senators representing eastern sea- 
board states with important port cities. 

But the paradox (by which this lone 
major objective of the New Deal re- 
mained unsuccessful during all the days 
of the New Deal and now seems to be 
making some headway in a Republican 
Congress) is explained by geography. 
The St. Lawrence seaway is essentially a 
contest between middle western Lake 
states and eastern seaboard states for 
economic benefits of transportation con- 
trol. 


QO’ course, there has been a lot of talk 
about hydro power and the opposi- 
tion of the power trust. But any well-in- 
formed Washington observer knows that 
that has been just so much camouflage. 
The so-called power trust has been so 
helpless, as far as influencing congres- 
sional legislation is concerned, that if the 
power development features of the St. 
Lawrence Bill were the only thing at issue 
it would have been passed long ago. And 
all politically mature Congressmen know 
it. But it is handy political argument to 
talk about the “power trust” while soft 
pedaling the economic benefits which 
might be transferred from such ports as 
Boston, New York, Philadelphia, or 
Baltimore to the inland Lake cities of 
Duluth, Detroit, Erie, and so forth. Chi- 
cago and Buffalo are Lake cities, but 
their railroad interests are likely to offset 
port benefit gains, and so there is not too 
much enthusiasm in those municipalities. 
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Translating this geographical differ- 
ence into political difference, it will be 
easily seen that the cradle of Republican 
strength lies right in these same middle 
western Lake states, while much of the 
Democratic strength outside of the silent 
South has stemmed from the large east- 
ern city populations. And so, during the 
days of the New Deal and Democratic 
domination, this one New Deal measure 
—the St. Lawrence project—fell under a 
shadow of conflicting interests. It is still 
under such a shadow; but the shadow 
seems to be shrinking as the Middle West 
Republican majority swells in Congress. 
All things told, it looks like a pretty live- 
ly issue next winter on the St. Lawrence 
business. 

Another difference in the present St. 
Lawrence Bill, which distinguishes it 
from the public-spending versions of the 
New Deal days, is the self-liquidating 
feature. This is supposed to make the 
measure go down a little easier with the 
economy crowd in Congress. The Army 
now figures that the navigation develop- 


ment, plus the power features completely 
finished, is about $674,000,000. The Fed- 
eral government’s share would be $330,- 
609,000. There is the usual well-founded 
skepticism over government cost esti- 
mates, but that is what the Army said. 


HIS would not provide much of a 

waterway as channel depths go. 
Only a minimum of 27 feet from Duluth, 
Minnesota, to the Atlantic—thus auto- 
matically disqualifying most American 
cargo ships (84 per cent) from using it. 
And, of course, there would be six 
months in the year when nobody would 
use it, except Jack Frost and a few ice 
skaters. 

Even among shipping interests there 
is skepticism that the seaway can 
handle anything like 40,000,000 tons a 
year, which Secretary of Commerce Har- 
riman predicts. 

A good bit depends on the condition of 
the railroads next year. Right now the 
railroads still have the superficial ap- 
pearance of prosperity in the form of 
more traffic than they can bear. Pro- 


ponents of the St, Lawrence seaway can 
be counted upon to make the most of that 
argument. But if the railroad traffic and 
profits fall off to an extent which might 
cause worry about the nation’s backbone 
of transportation, Congress might take a 
different view of the matter. However 
desirable a seaway might be, no American 
Congress is ever likely to vote for it if 
there is a lingering doubt that it might 
wreck the props that support the nation’s 
railroad system. 

On the power development side, New 
York state would contribute $161,000,- 
000. Nobody is putting up much of an 
argument about the power development 
feature. . 


SEC Mellowing? 


Ews that the SEC might come back 
to Washington real soon caused no 
great amount of cheering in public utility 
circles. It is not expected to make much 
difference as far as permanent SEC poli- 
cies are concerned what particular city 
the commission happens to be living in at 
the time. But it is a coincidental fact that, 
when the SEC started its wartime exile in 
Philadelphia, the relations between the 
regulators and the regulated holding 
companies and affiliates were less than 
cordial in many instances. 

At that time the commission was com- 
posed of Chairman Edward C, Eicher 
and Commissioners Healy, Purcell, Pike, 
and Burke. This membership of the 
commission has turned over 100 per cent. 
Today the roster is Chairman Caffrey, 
and Commissioners McConnaughey, Mc- 
Entire, Hanrahan, and McDonald. 

Because of the self-liquidating charac- 
ter of the Holding Company Act regula- 
tion, the nature-of the commission’s rela- 
tions to the utility industries has like- 
wise changed. All of the major holding 
companies have either had plans ap- 
proved or in the process of being ap- 
proved, and the underlying reasons for 
some of the ancient bitterness has been 
eroded by a combination of time and what 
the striped-pants lawyers refer to as stare 
decisis. 
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Probably no part of this changing re- 
lationship can be traced to the proximity 
of Philadelphia to New York city or any 
place else. But the utility men know that 
the SEC back in Washington is quite 
likely to some extent to be politically con- 
scious, from the humblest staff member to 
the top level. The atmosphere of Wash- 
ington always has that effect. One evi- 
dence of better understanding between 
the SEC and the utility industry was seen 
by The New York Times utility expert, 
John P. Callahan, in reviewing a speech 
made at the recent Boston meeting of the 
state utility commissioners. This was an 
address by SEC Commissioner Richard 
B. McEntire. Callahan stated flatly: 

Aside from a few chidings, however, the 
speech was interpreted many utility 
executives as (1) “the most thoroughgoing 
study of the industry by a Federal agency in 
recent years with a conclusion that we are 
in the soundest financial position in our his- 
tory”; (2) “convincing evidence to the in- 

vesting public of our soundness”; and (3) 

“a speech in marked contrast with the dress- 

ing-downs that we came in for a decade ago.” 

Only a negligible few power and light men 

took an opposite view. 


OMMISSIONER McEntire warned in 
this address that, while the utility 
companies “are ceasing to be captive to 
holding companies running them by re- 
mote control,” great danger lies in the 
possibility of the industry and regulatory 
authorities becoming complacent, with the 
result that there may be “a great erosion 
of the ground gained in the last ten 
years.” Although he granted that many 
utilities accepted regulation, each of the 
standards set up by the agencies “was re- 
sisted by some of the companies and 
many battles were fought in the confer- 
ence rooms and hearing rooms of regu- 
latory agencies, state and Federal, over 
adequate equity ratios, adequate deprecia- 
tion accruals and reserves, strong inden- 
ture and preferred stock protective pro- 
visions,” 

Foreseeing the not-far-off time when 
the SEC will no longer have jurisdiction 
under the Holding Company Act over 
most of the utilities, Commissioner Mc- 
Entire pointed out that 144 companies, 
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with assets of $4,250,000, have alread 
passed from the jurisdiction of the SE 
to local regulation. Here he outlined the 
expanding responsibilities of the state 
commissions as control over utilities in 
their territories shifts to them, and 
stressed the need for such commissions 
to adhere to the lessons learned during 
the years of SEC control. Among them 
were insistence on a balanced capital 
structure with a substantial amount of 
common stock equity which would pro- 
vide “a considerable amount of insurance 
against the dips of the business cycle” and 
a program of systematic debt reduction. 
Turnover of capital is “very slow” in the 
industry, he declared, “and long-term 
financing, therefore, fits its economic pat- 
tern best.” 
os 


Behling Appointment Waits 


HE appointment of Burton N. 

Behling to the vacancy on the Fed- 
eral Power Commission failed to clear 
the last-minute rush of Congressional 
business prior to adjournment. There 
was little or no opposition to Mr. Behling 
personally, But his nomination by Presi- 
dent Truman ran into a succession of 
procedural difficulties for which neither 
Behling nor anyone else could be held re- 
sponsible. First was the jurisdictional 
squabble between two committees. After 
that it fell afoul of the partisan strife 
over the National Labor Relations Board 
appointments. 

The Republican strategy was appar- 
ently to leave the NLRB nominations— 
especially the appointment of former 
Utah Senator Abe Murdock—without 
action, so as to make a recess appoint- 
ment necessary. In this way, the GOP 
can hold the threat of rejection over Mur- 
dock’s head if he shows any inclination 
to scuttle the Taft-Hartley Act, as a 
member of the NLRB. But, in blocking 
out final action on the Murdock appoint- 
ment and other NLRB appointments, 
Commissioner Behling’s appointment to 
the FPC, and several others, were un- 
luckily blanketed into the same category. 
No recess appointment was possible. 
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Financial News 


Breakdown of Competitive 
Bidding? 


|B geome the period of declining money 
rates and rising bond prices, the 
practice of competitive bidding for util- 
ity security offerings (required by the 
Securities and Exchange Commission 
and some of the state commissions) ap- 
parently worked satisfactorily, despite 
bankers’ fears at the time Rule U-50 was 
issued by the SEC. But now that money 
rates are rising and the Treasury De- 
partment has relaxed or reversed its for- 
mer insistence on “easy money,” com- 
petitive bidding does not seem to work 
so well. 

New offerings have been very heavy 
this year, and “new money” issues to fi- 
nance the utility construction program 
have been a substantial part of the pro- 
gram. In the first half of 1947, according 
to the Commercial & Financial Chronicle, 
utility financing in millions compared as 
follows with similar periods of recent 
years: 

Total 
$1,380 

948 

764 


326 
127 


New Capital Refunding 
$684 $696 
88 860 
14 750 


9 317 
14 113 


Year 


Obviously the heavy volume of utility 
offerings, particularly new issues, has 
temporarily overloaded the institutions, 
resulting in the sq-called “buyers’ strike.” 
It is estimated that about three-quarters 
of all utility bond offerings are purchased 
by institutions. In the first half of 1947 
42 large life insurance companies bought 
$645,000,000 utility bonds and $31,000,- 
000 stocks, a total of $676,000,000, or 
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Comment 


By OWEN ELY 


about half the total offerings. Other in- 
surance companies including fire, casual- 
ty and marine, benevolent societies, etc., 
probably purchased a substantial addi- 
tional amount. In the week ended June 
28th, the big life companies bought $64,- 
000,000 utilities and in the holiday week 
of July 5th $52,000,000; in the follow- 
ing week $27,000,000, and in the week 
ended July 19th only $19,000,000. 


| Rperngy a the life insurance compa- 
nies found themselves surfeited 
with utility securities around the mid- 
year, but the pressure of new offerings 
continued. Only about half of the two 
huge telephone bond issues (American 
Telephone and Telegraph and New York 
Telephone) were placed at the original 
offering prices, according to press re- 
ports. 

A number of smaller offerings were 
slow or “sticky.” 

Preferred stock offerings have been 
even harder hit than bonds. California 
Oregon Power withdrew its offering of 
preferred stock on June 18th, and on July 
29th Florida Power & Light received no 
bids for its proposed preferred stock of- 
fering (although the bond and debenture 
offers were apparently reasonably suc- 
cessful). The offering of Public Service 
of Colorado 4} per cent preferred at par 
July 28th proved a “turkey,” at first, 
but rapidly moved out as dealers and in- 
stitutions recognized it as a bargain tax 
wise for corporate holders. 

How much of this oversupply resulted 
from competitive bidding is, of course, 
difficult to guess. Moreover, the long pe- 
riod of successful offerings has appar- 
ently blunted the usual sense of caution 
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in buying new issues. And, of course, 
mistakes were made before competitive 
bidding became a requirement. But it 
seems doubtful whether we ever before 
had such a series of “slow” utility issues 
as recently experienced. A single negotia- 
tor, acting both as advisor and banker to 
a utility company, would probably have 
counseled delay in a period like the pres- 
ent one. Such a firm would presumably 
be closely in touch with the big life in- 
surance companies which control the de- 
mand, and would be more successful in 
getting the “feel” of the market than 
half a dozen houses competing against 
each other. 

However, competitive bidding is firm- 
ly established as an SEC rule, and modi- 
fication as the result of recent difficulties 
is very unlikely. Fortunately the trouble 
occurred at a time when the stock market 
was advancing ; and most of the banking 
houses may not lose heavily in disposing 
of offerings when syndicates are termi- 
nated. A recess of a few weeks may re- 
store more normal conditions. Neverthe- 
less, state legislators and commissions 
may well study the recent failure of com- 
petitive bidding to gauge conditions of 
demand and supply, before adopting the 
recent advice of an SEC commissioner to 
require competitive bidding for the in- 
creasing number of companies now being 
released from SEC jurisdiction (as re- 
quirements under the Holding Company 
Act are satisfied). 


> 


“Due Diligence Meetings” and 
Selling Methods 


ALL STREET houses are familiar 

with “due diligence meetings,” 
though some investors might be puzzled 
by the term. It is the nickname applied 
to underwriters’ meetings in connection 
with competitive bidding on new secu- 
rity offerings. The members of each bid- 
ding group are supposed to exercise due 
diligence in informing themselves about 
the new issue, and each house custom- 
arily sends one or more representatives to 
take notes and compile a report of the 
proceedings. This is filed away in the 
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bankers’ archives as protection against 
the possible day when some customer may 
sue, claiming misrepresentation. Wall 
Street lawyers feel that such a report is 
necessary evidence of “due diligence” in 
checking the facts about the security of- 
fering. 

Some due diligence meetings are highly 
perfunctory, the prospectus being re- 
viewed section by section without undue 
waste of time; questions are answered, 
though not encouraged. But other compa- 
nies whose securities are not in the top 
investment brackets frequently supple- 
ment perusal of the prospectus by a pre- 
pared or extemporaneous talk by an ex- 
ecutive of the utility company. In some 
cases this may even be a peppy sales talk. 
In a few cases the issuing company has 
prepared elaborate exhibits, charts, etc. ; 
pictures of the various properties are 
shown on a screen, with accompanying 
explanation. 

These meetings to some extent replace 
the old-time “junket” or free expedition 
to the company’s property (with enter- 
tainment on the side). Such trips may 
still be given by the railroads occasional- 
ly, but the utilities dropped the practice 
in the 1930’s. Of course each head of a 
bidding group usually sends a representa- 
tive to inspect the property and write a 
“due diligence” report of his findings, but 
these trips are likely to be circumspect, 
with the banking house paying all ex- 
penses except for a free lunch or so. 
Other members of the bidding group 
seldom send a representative on these 
trips, unless the plant is near-by, Instead, 
the president of the company tells his 
story at the underwriters’ meeting. Ques- 
tions are answered with surprising frank- 
ness, with little attempt, as a rule, to evade 
issues Over accounting adjustments, etc. 


NE defect in the present system is 

the fact that underwriters’ meetings 

are frequently held a week or less before 
the bidding date. This gives very little 
time for the preparation of selling memo- 
randa for the use of the firm’s partners 
and salesmen in advising their customers 
about the issue. This time is too short, 
since it leaves only three or four business 
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days to advise potential customers. It 

would seem advisable to have the meet- 

ing at least ten days before the bidding 
ate. 

It is now permissible to hand the “red 
herring” or preliminary prospectus to 
customers (usually institutions) without 
violating the Securities Act as interpreted 
by the SEC. But there is stiil consider- 
able doubt whether the selling memoran- 


dum (usually labeled “for office use 
only”) can legally be shown to customers. 
Unfortunately, the prospectus is a legal 
document, not a selling story. Valuable 
information (such as plant write-off de- 
tails) may be buried in obscure footnotes. 
Frequently the prospectus does not in- 
clude complete pro forma figures such 
as share earnings, number of times in- 
terest and preferred dividends are 
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PUBLIC UTILITY SECURITY OFFERINGS IN SECOND QUARTER OF 1947 


Date of Moody 


Offering Rating Security 


Bond Issues 


Principal 


Amount Offering 
Syndicate Head 


(Mill) Price 


4/3 
4/23 
4/24 
5/1 
5/15 
5/14 


Michigan Gas & Elec. Ist 23/76 $ 3.5 
Northern Nat. Gas deb. 24 1956-67 10.0 
No. States Pr. (Wis.) 1st 28/77 19.0 
Cons. Edison Ist & ref. 28/77 
National Gas & Oil deb. 445/62 
Southern Calif. Water Ist 23/77 
So. Carolina Pr. 1st & ref. 38/77 
New England Elec. Sys. deb. 3s/77 
New England Elec. Sys. 34/77 
Amer. Tel. & Tel. deb. 23/87 
Upper Peninsula Pr. Ist 34s/77 
Consol. Edison Ist & ref. 23/72 
Mississippi P. & L. 1st 25/77 
Michigan Cons, Gas Ist 24/69 
Pub. Ser. of Col. Ist 23/77 
Toledo Edison 1st 2%/77 
Hawaiian Elec. Ist 3/77 
Kentucky Utilities 1st 3/77 

Pub. Service of N. H. 1st 23/77 
So. Bell T. & T. deb. 23/87 

So. Calif. Gas lst 23/77 


Preferred Stocks 


New Eng. G, & E. 44% Eowe, ght $ 
*Mich. Gas & Elec. 4.40% pfd. 
*Conn. Light & Power $2 pfd. 
Conn, Light & Power $1.90 pfd. 
Upper Peninsula Pr. 52% pfd. 
*Dayton Pr. & Lt. 3.75% pfd. 
Dayton Pr. & Lt. 3.75% pfd. 
*Central Arizona L. & P. $1.10 pfd. 
Toledo Edison 42% pfd. 


Common Stocks 


S 


~sI NS w 
SilaRubSoanSusSRaun! 
SComoocoocououcooornao 


Bee} 


me — 
DS NID = G0 Dom 53 
CoONSOND® 


= 


No. Shares 


101.45 
101.25 
101.05 


Harris, Hall 
Blyth 

Kidder, Peabody 
Morgan Stanley 
G. H. Walker 
Blyth 

First Boston 
First Boston 
First Boston 
Morgan Stanley 
Halsey, Stuart 
Halsey, Stuart 
White, Weld 
Halsey, Stuart 
Halsey, Stuart 
First Boston 
Dillon, Read 
Halsey, Stuart 
First Boston 
Morgan Stanley 
White, Weld 


First Boston 
Otis 

Putnam 
Putnam 

Otis 

Morgan Stanley 
Morgan Stanley 
First Boston 
Blyth 


Michigan Gas & Elec. 
Maine Pub. Ser. 

Tide Water Power 
Missouri Utilities 
Calif. Oregon Power 
*Gulf States Utilities 


(000 Omitted) 
120 —s $1 


7.75 

150 22.00 
164 8.625 

15 20.00 

408 22.25 

24 15.25 


Otis 

Merrill Lynch 
Union Securities 
a ag D. Jones 


*Public offering of balance of issue after exchange or subscription offer. 
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earned, capital ratios, etc. (although 
these figures are sometimes obtainable in 
other documents filed with the SEC). 
As previously indicated in this depart- 
ment, we think these essential ratios 
should always be featured in the pro- 
spectus. Since SEC practice in requiring 
(or permitting) such information in the 
prospectus seems to vary considerably, it 
is necessary to present these figures in 
the sales memo and the “comparison 
sheet.” These unofficial but indispensable 
selling aids could be eliminated in some 
cases, and their preparation would be 
simpler and more accurate, if the SEC 
saw to it that all the necessary figures 
and ratios were featured in the pro- 
spectus. Still better, the SEC should re- 
quire an abbreviated prospectus, prefer- 
ably on both sides of one sheet—or not 
longer than the old-fashioned 4-page cir- 
cular. In a few cases the SEC has per- 


SELECTED U 


Ratio Gross Plant to Revenues 
Ratio Depreciation Reserve to Gross Plant 
Capital Ratios—Bonds 
PE, IL gavedccusancideoecsoses 
Total Debt 
Preferred Stocks 
Common Stock Equity 
Revenues—Per Cent Electric 


Telephone 
Water 
Miscellaneous or Unclassified 


Maintenance—Ratio Expenditures to Plant ... 
Depreciation—Ratio Expenditures to Plant .... 
Maintenance, Depreciation, and Amortization— 


Per Cent of Revenues 
Taxes—Ratio to Revenues ............-00- 
Gross Income—Per Cent of Revenues 
Fixed Charges—Number Times Earned 


Fixed Charges and Preferred Dividends—Num- 


ber Times Earned 
Gross Income—Ratio to Net Plant 


Balance for Common—Per Cent Gross Income .. 


mitted such a summary either in the front 
of the prospectus or in a press advertise- 
ment, but these experiments occurred 
sometime ago, and unfortunately did not 
become standard practice. 


* 
Utility Ratios 


AY SAMUEL Hartt, well-known con- 
J sulting engineer of Chicago, has re- 
cently issued the 1947 edition of “Mar- 
ket Analysis of Common Stocks of Pub- 
lic Utility Companies and Miscellaneous 
Statistical Data Pertaining Thereto.” 
The booklet presents nearly 200 statisti- 
cal items, ratios, and per share figures for 
178 companies. Average ratios were pre- 
sented for six groups of utilities, and 
some of the more interesting of these are 
selected and assembled in the accompany- 
ing table. 
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TILITY RATIOS 


91 48 
Elec. Gas 
Con. Cae 


403% 373% 
22 27 


7 13 12 
Water Bus. St. Ry. 
Cos. Cos. Cos. 
823% 73% 241% 

43 32 

13* 39 

14 7 

27 46 


15 
65 39 


7 
Tel. 
Cos. 


324% 
35 


99 


Ne. 


wo FOwn Cw! 


wNw im 


Common Dividends—Per Cent of Balance Avail- 


able 


* Includes 11 per cent minority interest. 
NA—Not available. 
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What the State 





Commissioners 


Are Thinking About 


Excerpts and digests from the opinions expressed 
in reports and addresses at the annual convention of 
the National Association of Railroad and Utilities 
Commissioners in Boston, Massachusetts, from 


July 14th to July 17th, 1947. 


On Federal-state Regulatory Relations 


c ‘(Hh = the intervening period since our 

1946 convention, our association has 
been engaged in a 3-front battle to preserve 
state regulatory jurisdiction in the local field 
traditionally occupied by the states. On one 
front, this battle has taken place before Fed- 
eral and state commissions, in proceedings 
directly involving the jurisdiction of the states. 
On another front, this battle has been waged in 
the courts, both state and Federal. On the 
third front, our association has taken its prob- 
lems to Congress and has sought legislation 
defining and preserving what we believe to be 
proper state jurisdiction. ... 

“Casting our eyes now to the future, I think 
all will agree that the regulatory commissions 
have an interesting and active year ahead. The 
postwar adjustments in the nation’s economy 


are far from settled. Major wage and price 
shifts are still in the offing; sporadic but far- 
reaching work stoppages are likely to be ex- 
perienced; critical material shortages are yet 
with us. These economic factors will have a 
direct bearing upon the adequacy, and man- 
ner of rendering — and transportation 
service, and the cost of such service to the 
users. In such an economic climate there can 
be no dearth of regulatory problems. Many of 
them will loom large and call for urgent ac- 
tion. 

“Contacts with various commissions in- 
dicate a tremendous volume of business in all 
details.” 

—Duvuane T. SwANson, 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 


z 


On Ratio of Stocks to Bonds 


€¢7JS all this talk about balanced ratios only 

academic as far as the state commis- 
sions are concerned? Some people have the 
impression that, with bond money so cheap, it 
is foolish to think of issuing common stock 
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securities and that the interests of consumers 
require a debt ratio as high, or almost as high, 
as the market will absorb. Along with most, if 
not all, of the state commissions, we at the 
SEC do not agree with this line of thinking. . .. 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


“Now, by financial strength I do not mean 
that every utility should strive for a 100 per 
cent common equity. But each company 
should have sufficient equity to insure it full 
liberty, capitalization-wise, in additional financ- 
ing and to permit it to face contingencies with 
reasonable assurance. The emphasis, in fact, 
should be on overstrengthening the financial 
structure in terms of today’s markets in order 
to cope with the vicissitudes and demands of 
tomorrow. 

“These observations apply with equal, if not 


greater, force to operating companies remain- 
ing under holding company control. Unless 
total system capitalization, including that of 
the holding company, follows the principles I 
have been describing, the operating sub- 
sidiaries will inevitably suffer higher costs of 
raising capital and will incur all other detri- 
ments of a poor capital structure.” 


—RIcHARD B. McEntire, 
Member, Securities and Exchange 


Commission. 


e 
On the Miller Bills 


¢ T= amendments [to the Miller bills] to 
§§ 8 and 23 are apparently designed: 

“(1) To set aside the present broad defini- 
tion of the term ‘navigable waters,’ as estab- 
lished in the New River Case, U. S. v. Appala- 
chian Electric Power Co. 311 US 377, 410, and 
other decisions, so that dams built only in 
streams ‘generally and commonly used for 
commerce of a substantial character’ or which 
‘have a reasonable probability of being so 
used either in their natural condition or by 
then proposed improvements, the estimated 
cost of which is reasonably commensurate with 
the commercial benefits to be derived there- 
from...’ would be subject to FPC licensing 
control. 

“(2) To expressly exempt from the license 
requirements, projects constructed under any 
permit or valid existing right of way granted 
‘prior to June 10, 1920,’ the effective date of 
Part I of the act. This amendment would 
operate to overcome the court decision in Wis- 
consin Public Service Corp. v. FPC, 147 F(2d) 


743, cert. denied, 325 US 880; Niagara Falls 
Power Co, v. FPC, 137 F(2d) 787, 791, cert. 
denied, 320 US 792, rehearing denied, 320 US 
815; Pennsylvania Water & Power Co. v. FPC, 
123 F(2d) 155, 163, cert. denied, 315 US 806; 
and In the Matter of Bellows Falls Hydro- 
Electric Corp. 2 FPC 380, 37 PUR(NS) 257, 
262, holding that state permits or licenses, even 
when granted prior to June 10, 1920, do not 
exempt a company from the requirement that 
it obtain a FPC license. 

“(3) In the case of persons not engaged in 
the development of electric power for sale 
thereof at wholesale in interstate commerce, to 
limit the authority of the Federal Power Com- 
mission to the prescription of ‘lawful require- 
ments . . . with respect to navigation or the 
effect of any such dam or other works on navi- 
gation.’” 


—Report of Committee on Legislation, 
H. Lester Hooker of Virginta, chair- 
man. 


e 
On Bills Amending the Natural Gas Act 


66 f7omPANION bills to amend the Natural 

Gas Act were introduced in both 
houses of Congress in February of this year. 
These are: HR 2185 by Congressman Rizley 
of Oklahoma, HR 2235 by Congressman Car- 
son of Ohio, HR 2292 by Congressman Davis 
of Tennessee, and S 734, introduced jointly by 
Senators Ferguson of Michigan and Moore of 
Oklahoma. The bills are sponsored by the 
Independent Natural Gas Association. The 
salient features of these bills were summarized 


_ in the general solicitor’s Bulletin 54-1947, as 


follows : 
“This bill would amend the Natural Gas 


ct: 

“*(1) To make it clear that the exclusion 
of “production and gathering” from FPC 
jurisdiction extends to all sales by produc- 
ers and gatherers, except sales made after 
transportation in interstate commerce in a 
trunk line of a natural gas company. 


“*(2) To exclude altogether from FPC 
jurisdiction every company the properties of 
which are wholly within one state, which 
sells only within such state, and does not 
transport gas moving beyond the state. 

“*(3) To require the FPC to exclude nat- 
ural gas production facilities from the rate 
base, in rate cases, and to allow as operati 
cost a “fair field price’ for gas produc 
from such facilities, in lieu of a fair return 
on the original cost of the excluded facilities, 
except as to companies which request use of 
the original cost method. 

“*(4) To require changes in procedure de- 
signed to expedite commission action on ap- 
plications for certificates. 

“*(5) To prevent the FPC from control- 
ling the “end use” of natural gas.’” 


“While the bill would terminate existing 
FPC jurisdiction over sales in interstate com- 
merce of many companies, it contains no lan- 
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guage designed to assure that such sales shall 
be subject to state regulation.” 
—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 
man. 


yam is also some question as to 
whether the [Rizley] bill would not 
be construed to exempt, from Federal regula- 
tion, certain pipe-line company operations 
which cannot, as a practical matter, be effec- 
tively regulated by the states, thus leaving such 
operations wholly unregulated. The bill makes 
the jurisdiction of the Federal Power Com- 
mission over sales dependent upon the extent 
of its jurisdiction over transportation. Under 
the definition of ‘sale’ in the paragraph num- 
bered (12) in § 4, the commission will be pre- 
vented from regulating any sale of natural gas 
in interstate commerce except ‘after transporta- 
tion . . . subject to the jurisdiction of the 
commission’; and by the definition of ‘trans- 
portation,’ in the paragraph numbered (12) 
in said § 4, the commission’s jurisdiction over 
transportation will extend only to the move- 
ment of gas in interstate commerce through the 
‘trunk transmission facilities’ of a natural gas 
company, which begin at the point of recep- 
tion from a producer or gatherer ‘and extend 


therefrom to the point or points . . . at which 
such natural gas moves . . . into the local 
distribution or trunk transmission facilities’ of 
the distributing company. 

“This definition of ‘transportation,’ as it 
stands in the bill, taken literally, would seem 
to deny Federal Power Commission jurisdic- 
tion over transportation by any company not 
owning transmission facilities- which begin 
where production and gathering end and ex- 
tend to the point of sale to the distributing 
company. If it should be possible to construe 
the definition as applying to transportation by 
a company selling to the distributing company, 
without regard to the point of beginning of its 
facilities, the definition would still clearly ex- 
clude all sales prior to the sale to the distrib- 
uting company, since there is no language in 
the act conferring jurisdiction over transpor- 
tation by a company whose facilities do not 
‘extend to’ those of the distributing company. 

“The exclusion of these prior sales from 
the jurisdiction of the Federal Power Com- 
mission would seem to leave the public with- 
out adequate commission protection in the mat- 
ter of rates.” 

—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 
man. 


e 


On Soundness of Utility Investment 


ra ¢Ry and large . . . the electric utility in- 
dustry is entering this period of growth 
in a strong position. The industry furnishes an 
essential service and can contemplate continued 
growth for many years. Its improved financial 
condition commends its securities to investors 
and it appears that equity financing will be 
possible over a greater part of the business 
cycle than was true when tremendous leverage 
characterized many utility common stocks. 
Moreover, to an increasing extent as the § 11 
program rolls along, electric utility operating 
companies are ceasing to be captive to holding 
companies running them by remote control; 
the ability of such operating companies to raise 
equity capital is not linked to the ability of the 
holding companies to supply it—they are now 
free to tap the capital markets of the entire 
nation. The relatively few holding company 
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systems which will remain will be those con- 
trolling integrated properties, and they will 
possess such simplified capital structures that 
their own equity security issues should be at- 
tractive to investors. 

“We must not assume, however, that the 
present condition of the industry is such that 
we in the regulatory commissions can take for 
granted the continued financial health of this 
industry. 

“The great danger, I think, is that all of 
us—the industry, regulatory authorities, and 
buyers of utility securities—become com- 
placent on this subject and permit, almost un- 
noticed, a gradual erosion of the ground gained 
in the last ten years.” 

—RicHarp B. McENTtre, 
Member, Securities and Exchange 
Commission, 


On Bills to Amend Part II of the Federal Power Act 


74 a association has, since 1943, favored 

enactment of a bill to amend Part II 
of the Federal Power Act, for the purpose of 
overcoming the adverse jurisdictional ruling 
in the Jersey Central Case, 319 US 61, and to 
settle definitely the jurisdictional issues in- 
volved in the Connecticut Light & Power Co. 
Case, 324 US 315. 


“The matter was last discussed in § D of 
our 1946 report. The association reaffirmed its 
views on the subject by resolution adopted at 
the Los Angeles convention last November 
(1946 NARUC Proceedings, page 226).” 

—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 
man. 
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ce ESPITE these differences between HR 

2972 and the NARUC proposal, we 
believe that the association should take action 
supporting the Miller Bill. There is some pos- 
sibility that the bill may be so broad in some 
respects as to exempt, from Federal regulation, 
utility operations which are presently, due to 
the silence of Congress, beyond the constitu- 
tional reach of the states. Accordingly, in ex- 
pressing its support of HR 2972, it is our 


recommendation that the association attempt 
to secure an amendment which will insure that 
there will be no hiatus between Federal regu- 
lation and state regulation. The executive com- 
mittee adopted such a resolution at St. Louis 
on May 12, 1947.” 


—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 
man. 


& 
On Low Cost of Electricity 


¢€¢€ PFEGULATORY commissions can justly take 
modest pride in the part they have 
played in bringing about this happy condition: 
“While prices for all necessities of life are 
sky high, electricity, which is a commodity, 
seems to have been able, notwithstanding in- 
creases in labor, material, and taxes that affect 
that industry as well as others, to maintain 
rates at an all-time low. 
“It is to the credit of management that an 


industry which is held up to the highest de- 
gree of operating efficiency by public regula- 
tion, because of the nature of the industry 
in relation to public safety, should be able to 
keep prices down, when most other industries 
are taking advantage of the situation to im- 
pose upon the public.” 
—Wape O. Martin, 
Member, Louisiana Public Service 
Commission. 


e 


On Federal Air Legislation 


as while the [McCarran] bill is thus 
apparently intended to limit Federal 
economic regulation to interstate air trans- 
portation, the definitions extend that term to 
include carriage ‘in interstate commerce be- 
tween places in the same state, whether such 
commerce moves wholly by aircraft or partly 
by aircraft and partly by other forms of trans- 
portation.’ (Section 101(25).) This goes be- 
yond the language of the present 
Stans 

—Report of Committee on Legislation, 

H. Lester Hooker of Virginia, chair- 

man, 


4 T= [NARUC] executive committee, at 
its meeting in St. Louis on May 12th, 
adopted a resolution approving amendments 
to HR 2337 designed to preserve state juris- 
diction over intrastate air commerce. This 
committee recommends that the association 
adopt resolutions relating to these three avia- 
tion bills similar to those approved by the 
executive committee at its February and May 

meetings as noted above.” 
—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 

man. 


=e 
On Regulated Competition 


c¢ HE term ‘regulated competition’ should 

mean but one thing : to regulate the 
service, rates, and practices of such carriers 
and to permit reasonable competition to pre- 
vail in the hope that stability will flow there- 
from. No commission can successfully pre- 
scribe rates greater than the traffic would bear, 
or service that reasonably could not be fur- 
nished without out-of-pocket loss to the car- 
rier, nor prevent carriers from entering into 
arrangements to divert traffic from one to the 
other when such practice is found necessary for 
their very existence. Even the courts cannot 
require the impossible. 

“The very essence of sound transportation 
is competition but not destructive competition. 
Healthy competition does, beyond a shadow 
of doubt, improve service and facilities, and 
holds rates within reasonable bounds. The very 
Principle of rate making under regulation is 
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predicated upon competitive factors. . . . This 
contemplates generally, with certain | excep- 
tions, of course, a minimum basis represent- 
ing the out-of- pocket cost and a maximum basis 
of what the traffic will bear. Competition 
readily works within these bounds. It has been 
stated in various congressional reports and else- 
where, that less than 10 per cent of the rates 
on file with the Interstate Commerce Commis- 
sion have been subject to judicial review. This 
would indicate that competitive forces have 
exercised a salutary influence through the vol- 
untary establishment of reasonable rates and 
charges by the carriers—obviating the neces- 
sity for the use of set formulae propounded 
by regulatory bodies for the prescription of 
lawful rates.” 
—Lywnwn H. ASHLEY, 
Chairman, Wisconsin Public Service 
Commission. 
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On the Federal Practitioners’ Bill 


66eyN_ March 20, 1947, Congressman 

wynne of ‘Towa introduced HR 
2657—80th Congress, entitled ‘A bill to pro- 
tect the public with respect to Boy ge 
before administrative agencies.’ The bill was 
prepared by the American Bar Association and 
it is understood that a companion bill will be 
introduced in the Senate. The bill would for- 
bid practice before any Federal agency with- 
out credentials or except as authorized under 
the bill. 

“The term ‘practice’ would not include 
appearance as a witness; appearance by an 
individual on his own behalf; by a partner 
on behalf of the partnership ; by an officer or 
employee of any state, local government, or 
agency thereof or of the United States on 
behalf of such government or agency; or (if 
permitted by agency rule in any proceeding 


z 


not conducted pursuant to §§ 7 or 8 of the 
Administrative Procedure Act) by an officer 
of a corporation or other organization on its 
behalf, 

“It is apparent that the ama purpose of 
the bill is to prevent nonlawyers from appear- 
ing in a representative capacity before the 
Interstate Commerce Commission and other 
Federal agencies. It has been the experience 
of many state commissioners that, in rate cases 
and ot er types of proceedings calling for 
technical transportation knowledge, nonlawyer 
practitioners are as capable, and oftentimes 
more capable, of properly representing the in- 
terest of their clients and assisting the regu- 
latory commission, as are lawyers.” 

—Report of Committee on Legislation, 
H. Lester Hooker of Virginsa, chair- 
man. 


On Relative Freedom of Enterprise 


66 xe beyond common law which has 
its precepts in humanity and equity, 
let’s look at the extent of freedom enjoyed 
by private enterprise. Statutory laws now pre- 
vent industry from unlimited freedom in the 
employment of labor. They bind industry with 
regard to discrimination, wages and hours, 
health and safety, old age, child labor, and 
other matters tending to stabilize and improve 
labor’s position. Industry is restrained from 
abusive practices in production by enactment 
of pure food laws, grade labeling laws, and 
others placing minimum quality standards on 
manufactured articles to protect the consum- 
ing public. Fair trade practice laws and anti- 
monopoly laws narrow the pricing field to cer- 
tain minimums and maximums in consonance 
with such laws. Investors are protected from 


rampant speculation by enactment of security 
laws. In the field of agriculture, which has 
sometimes been described as our last frontier 
in the realm of free enterprise, laws are in 
effect tending to guarantee reasonable returns 
and maintenance of plant to a reasonably pro- 
ductive basis. 

“What then constitutes free enterprise? The 
freedom of enterprise enjoyed today is less 
than it was ten years ago. Ten years ago it was 
less than the decade before that. And so on 
back to the inception of civilization, when man 
in the primitive stage was bound by natural 
laws which, if disobeyed, exacted certain pen- 
alties.” 

—Lynn H. As#LeEy, 
Chairman, Wisconsin Public Service 
Commission. 


v 


On Separation of Telephone Costs and Revenues 


€ at is one point regarding telephone 

separations. It should be kept clearly in 
mind. The feeling has been expressed by many 
that the associated companies are not sharing 
sufficiently in the division of interstate rev- 
enues, and, while it is not our purpose at the 


present time to review the current divisions of 
revenues contracts, it should be brought out 
that the revenues so divided accrue from inter- 
state service and are subject to the jurisdiction 
of the Federal Communications Commission 
irrespective of whether they are received by the 
Long Lines Department of the American Tele- 
phone and Telegraph Company or by the asso- 
ciated companies for rendering interstate serv- 


ice. 
“Intrastate earnings of the associated com- 
panies, therefore, are not affected by the divi- 


AUG. 14, 1947 


sion of interstate revenues. On the other hand, 
intrastate and interstate earnings are directly 
affected by cost allocations made between these 
two classes. For example, a revision in separa- 
tion methods which results in transferring 
additional investment or operating expenses 
from intrastate to interstate will not only re- 
duce the over-all interstate net earnings, but 
will also increase the net earnings of the asso- 
ciated companies which are derived from intra- 
state operations. The results of both the divi- 
sion of revenue studies and separation studies 
submitted in connection with recent state rate 
proceedings indicated that the interstate opera- 
tions have been much more profitable than the 
intrastate operations. The reasonableness of 
these results has been questioned. . 

“The subcommittee [of the ‘Joint FCC- 
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NARUC Staff Committee] met in New York 
beginning on February 25, 1947, to study this 
problem intensively. The committee’s report 
was issued on April 28, 1947. Based upon all 
data available, the committee concluded that 
cost allocations other than on the ‘actual use’ 
basis should not be recommended. This con- 
clusion was reached after consideration of all 
suggestions relative to alternative methods and 
after thorough review of methods employed by 
utilities and regulatory bodies in other fields. 
However, consideration of the ‘actual use’ 
methods employed in allocating various costs 
indicated that in many respects a proper share 
of telephone costs was not being allocated to 
interstate operations under the methods then 
effective. 

“The results of the committee study are 
incorporated in a sapert comprising 172 pages, 
copies of which have been sent to each state 
commission. It is probably one of the most 
extensive reports that has ever been prepared 
by a committee of this association and rep- 
resents a critical review and analysis of every 


gen of telephone separation procedures.” 
—Report of Special Committee on Telephone 
Regulatory Problems, Matt L. McWhorter 
of Georgia, chairman. 


ft 4 HE changes in separation procedures, 
which have been agreed to by Bell 1. 
tem representatives, provide for allocati 
greater proportion of the telephone operating 
costs to interstate. Based upon 1946 operations, 
their application would have resulted in assign- 
ing $6,045,000 additional Bell system investment 
and $17,267,000 additional expense to interstate 
operations as compared with the cost alloca- 
tion methods developed in the 1941-42 study. 
In addition, the adoption of the proposed pro- 
cedures will result in allocating ,000 more 
revenue to intrastate operations annually. We 
refer you to the subcommittee’s report for the 
details of the revisions recommended and their 
effect on telephone separation.” 
—Report of Special Committee on Telephone 
Regulatory Problems, Matt L. McWhorter 
of Georgia, chairman. 


e 
On Telephone Rates 


¢ ‘T KNow of no means by which a telephone 
business can exist that is different from 
that by which any other business exists. ° 
The determination of what such warnings 
must be is a ve practical problem in 
economics requiring business judgment of the 
highest order and cannot be ascertained on the 
basis of any legalistic formula. Today our 
commissions are free from such formulae but 
we are bound in good conscience and by prac- 
tical economics to fix rates which will sekebie 


a return adequate to attract capital at the time 
it is needed, to maintain the credit of the busi- 
ness, and thus to give assurance of the con- 
tinuity and quality of the service. 

“From my observations the temper of the 
people today is such that if it were a matter 
of alternatives they would overwhelmingly 
prefer good service at good and fair rates to 
poor service at low rates.” 

—Harry M. MILter, 
Chairman, Ohio Public Utilities ‘Commission. 


7 


On Practice before Commissions 


oT committee has contacted every 
member of the National Association of 
Railroad and Utilities Commissioners in regard 
to the laws in the various states pertaining 
to qualifications to practice before that body. 
In receiving replies we find that 27 of the 
regulatory bodies have no requirements as to 
qualifications to practice, that 11 permit only 
lawyers to practice before the commissions, 
that 3 require the parties practicing before 
such bodies to have special training in law 
and regulatory matters before they are given 


permission to practice, and that 1 commission 
reserves the —_ to designate the party who 
is to practice before its regulatory y. So 
our committee, after making this survey, finds 
that at this time it could make no recommen- 
dation so far as adopting uniform qualifica- 
tions for parties practicing before regulatory 
bodies.” 


—Report of Committee on Regulatory 
Procedures, J. C. Darby “4 South 
Carolina, c 


4 


On Restraint in Regulation 


that all through the 


ad | T would copes 
evolution o Poth regulation and free 
enterprise the trend has been to give the public 
the greatest benefits with the minimum of gov- 
ernmental interference. This is the ideal to- 
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ward which we are all working. The more that 
administrative agencies become aggressive in 
eliminating the exercise of managerial discre- 
tion by the individuals under their jurisdiction, 
the greater will become the pressure by such 
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individuals to obtain through legislative action 
a curtailment of the authority of the admin- 
istrative bodies. .. . 

“In providing such regulation administrative 
bodies must exercise substantial discretion in 
the administration of the law. The only re- 
straint is that the decisions be based upon sub- 
stantial evidence material to the general rules 
of conduct prescribed by the statutes and that 
they not be arbitrary or capricious. All trans- 
portation agencies exercise the right to man- 


agerial discretion, the only restraint being the 
right of the regulatory bodies, after investi- 
gation, to limit the exercise of such discretion 
whenever necessary for the proper protection 
of the public interest. This is true not only of 
rates but of service, facilities, and operating 
authority.” 


—Lynn H. ASHLEY, 
Chairman, Wisconsin Public Service 
Commission, 


e 
On Regulatory Procedure 


66S far as recommendations on regulatory 
procedure, this committee has been 
working on what it considers a good uniform 
law ; if it could be adopted and all regulatory 
bodies have their legislature enact same, we 
think that it would be a fine procedure of 
regulation, which in effect orders the utility 
before the regulatory body. Then after hear- 
ing and an order has been issued, such utility 
could apply for rehearing. The commission can 
either grant or deny a rehearing. If it denies a 
rehearing, then such utility could appeal to 
the court. If the court sustains the utility, 
then the order becomes effective and retroac- 
tive as of the date of commission’s order. This 
in substance is what the bill contemplates. 
This, we think, would be a safeguard for 
the regulatory bodies and, also, utilities being 
regulated by such bodies, Each has its day in 
court, so there will be no question as to the 
legality of such action. This committee is not 
recommending at this time, or at this conven- 


tion, that such a law be adopted, but will wait 
until each commission, or regulatory body, 
who is a member of this association, has car- 
ried said recommended law home and studied 
same for a period of one year or more, if the 
association so desires. 

“This committee feels that the problem of 
regulatory procedure is one of very great con- 
sequence and difficulty, and does not claim to 
have been able, even in this report, to make a 
final and comprehensive recommendation of 
the problem. It is earnestly requesting that 
each member of the National Association ,of 
Railroad and Utilities Commissioners study 
this proposed recommended procedure and 
give this committee the benefit of its final 
analysis on same so that it may be able to 
adopt something which may be found general 
in applicability.” 

—Report of Committee on Regulatory 
Procedure, J. C. Darby of South 
Carolina, chairman. 


e 


On Growth of the Electric Industry 


‘ ‘T HE industry’s construction program 

does not appear to be built on roseate 
Mississippi bubble dreams, but is the response 
to equally unprecedented demands for power. 
The war resulted in the development of many 


new industrial uses of electric power; these 
apparently are now being exploited and, in 
general, the electrification of industry appears 
to be going on at an accelerated pace. The na- 
tional average residential use of electric power 
has doubled in the past twelve years, and shows 
no signs of stopping. But despite all of this 
rationalization, the increase in demand seems 


almost to defy explanation. Veteran utility 
men have told me that it has so far exceeded 
any of their predictions that they are some- 
what baffled and bewildered. 

“How much more the demand will increase 
is a matter of conjecture. The development of 
the famed ‘heat pump’ for domestic heating and 
air conditioning could accelerate the growth 
substantially.” 


—RicHarp B. McENTiRe, 
Member, Securities and Exchange 
Commission. 


e 


On State Commission Interest in Congressional Bills 


cc E urge that each state commissioner 

give close attention to all matters of 
Federal legislation, as reported in the bulletin 
service of our Washington office, and par- 
ticularly to those matters concerning which 
the association, by resolution, or the executive 
committee, or the president of the association, 
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directs that action be taken on behalf of the 
association. Where the interest and policies of 
individual commissions are consonant with the 
position taken by the association on particular 
items of legislation, we recommend that such 
commissions take prompt and vigorous steps to 
support the association view. This can be done 
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most effectively by communicating with the 
commission’s representatives in Congress, con- 
veying to them the state commission’s view on 
such legislation, backed up by a statement of 
facts and arguments supporting such view, 
and making particular reference to the im- 
portance of the matter to the individual state. 
The state commissions can also render effec- 
tive support by communicating their views to 


the chairman of congressional committees be- 
fore which such legislation is pending, and 
by sending their own witnesses or authorizing 
the Washington office to represent them in- 
dividually at congressional hearings.” 


—Report of Committee on Legislation, 
H. Lester Hooker of Virginia, chair- 
man. 


7 


On Unregulated Competition 


cc ANY communities in the United States 

today are entirely devoid of public 
transportation facilities and have become what 
we have called ghost towns because of too 
much competition in transportation. Losing a 
community is one of the nation’s tragedies. 
Besides the business losses, it entails a great 
deal of sentimental and moral loss. Next to the 
home, the community (particularly the small 
community) is the greatest social and moral 
stabilizing force we have. It has within its 
power to create substantial moral and social 
backgrounds and patterns that are of great 
benefit to the public as a whole. Can we afford 


to weigh merely the momentary monetary ef- 
fects of competition when passing upon the 
merits of an application? I don’t believe so. 

“In conclusion may I make this observation? 
The line of demarcation between healthy and 
ruinous competition is seldom clear or dis- 
tinct. 

“In the final analysis it must be determined 
by the exercise of informed and experi- 
enced discretion in the light of evidence of all 
relevant facts.” 

—Lynn H. AsHLey, 
Chairman, Wisconsin Public Service 
Commission. 


e 


On Uniform Engineering Standards 


cory as projects or fields of study which 
the committee canvass disclosed were 
most greatly desired included the following : 

“1. A review of the organization and duties 
of the engineering departments of regulatory 
commissions. 

“2. A study of the standards of utility serv- 
ice to be used as a guide by the different state 
commissions in setting up or in revising exist- 
ing standards of service. To include separate 
guides for electric, gas, telephone, water, and 

mass transportation services. 

“3. A study of the engineering data and 


statistics needed, useful, and now required in 
annual and other reports by utilities to regula- 
tory commissions. 

“4. A study of engineering problems in rate 
making to include appropriate power factor 
adjustments; fuel cost adjustments; adjust- 
ments for off-peak and interruptible loads; 
escalator clauses, cost allocations between 
classes of service; and weights to be given 
distance factor and load density in zone rates.” 

—Report of Committee on Engineering, 
George P. Steinmetz of Wisconsin, 
chairman. 


e 
On the New Jersey Rate Plan 


ccc TS New Jersey Rate Adjustment 

Plan’ as described provides for an 
annual adjustment of utility rates on an agreed- 
upon basis resting largely on the market value 
of the securities of the utility in question. Dis- 
cussion indicated the plan would be most suc- 
cessful in dealing with a company whose rate 
of earnings was increasing. Important fea- 


tures of the plan include an annual customer 
credit whenever earnings warrant such credit 
and an incentive provision to the utility to 
reduce costs.” 


—Report of Committee on Engineering, 
George P. Steinmetz of Wisconsin, 
chairman. 


z 
On Public Power and Taxes 


rs [engineers’ conference] paper on 
‘Public Power and Taxes’ outlines the 
growth of public power from 5 per cent of 
the total in 1920 to over 19 per cent in 1946 
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and points out that this trend will probably 
continue, due, among other causes, to the fact 
that approximately 19.4 per cent of the operat- 
ing revenue of privately owned utilities in 
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1946 was required for taxes. This tax was 
made up of 11.6 per cent Federal and 7.8 per 
cent state and local. The tax bill of the pri- 
vately owned utilities exceeded their payroll 
and each of the other major expense classifi- 
cations. The paper points out that public power 

rojects pay practically no Federal taxes and 

ederal projects except TVA pay no state or 
local taxes. In addition various types of bonds 
issued to finance public power projects are tax 
exempt. The author points out that the unequal 


& 


distribution of the tax burden discriminates 
between citizen taxpayers favoring those using 
public power at the expense of all others. The 
author concluded that the private power in- 
dustry should continue to pay its fair share 
of the tax burden but that fair play requires 
that public power be required to carry a like 
share of the tax burden.” 

—Report of Committee on Engineering, 

George P. Steinmetz of Wisconsin, 
chairman. 


On Telephone Recorders 


ce HE FCC invited all state telephone 

regulatory commissions, among others, 
to participate in a public engineering confer- 
ence which was held at the commission’s offices 
in Washington, D. C., on April 29, 1947, for 
the purpose of considering various engineer- 
ing questions presented by the commission’s 
conclusions in its final report regarding the 
use and operation of telephone recording de- 
vices in connection with interstate and foreign 
message toll telephone service In the Matter 
of the Use of Recording Devices in Connec- 


tion with Telephone Service, FCC, Docket 
No. 6787. Members of the committee on en- 
gineering of the NARUC participated in the 
conference and the public utility regulatory 
commissions of Connecticut, Nebraska, Penn- 
sylvania, Wisconsin, and the District of Co- 
lumbia were also represented.” 


—Report of Committee on Codperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Louisiana, 

chairman. 


e 
On Holding Company Divestments 


oven carrying out the mandate of § 11 to 
achieve the integration and corporate 
simplification of holding company systems, the 
SEC, as is well known, has found it necessary to 
require the divestment from control of holding 
companies of large numbers of gas and electric 
utility properties, as well as water, ice, cold 
storage, heating, telephone, street railway, and 
other businesses, During the period from De- 
cember 1, 1935, to March 31, 1947, 418 com- 
panies have been divested from the ownership 
of registered holding companies. These com- 
panies had total assets of $7,441,000,000 of 
which $5,101,000,000, or approximately 70 per 
cent, represented assets of 358 companies no 
longer subject to the Holding Company Act. 
In addition, 115 companies have sold part of 
their assets for a total consideration of $133,- 


000,000, of which $117,000,000 are not now sub- 
ject to the act. 

“Moreover, as of March 31, 1947, 109 com- 
panies, having total assets.of $3,331,253,000, are 
subject to divestment orders and when such 
divestments have been effectuated a substan- 
tial proportion of these companies and prop- 
erties will no longer be subject to the jurisdic- 
tion of the SEC under the Holding Company 
Act. Thus, it can be seen that the act is ful- 
filling its statutory purpose of eliminating hold- 
ing company management and of restoring to 
the states control over their local operating 
companies.” 

—Report of Committee on Codperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Louisiana, 
chairman. 


e 


On Procedure for Separating Telephone Costs 


66 A joint NARUC-FCC committee de- 
veloped a system of procedures in 1941 
and 1942 which provides for allocating tele- 


phone operating expenses and investment 
among exchange, state toll, and interstate toll 
services on both the board-to-board and sta- 
tion-to-station bases of rate making. These pro- 
cedures were based upon ‘actual use’ methods. 
At present, these procedures are used to ascer- 
tain the investment and expenses assignable to 
intrastate operations for the purpose of de- 
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termining the net earnings and rate of return of 
intrastate service within any particular state, 
and for determining the investment and operat- 
ing expenses assignable to interstate opera- 
tions by the associated companies under the 
division of revenues contracts between the as- 
sociated companies and the Long Lines Depart- 
ment of the American Telephone and Tele- 
graph Company. Under the division of rev- 
enues contracts, approximate separations are 
currently applied from month to month, while 
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separation determinations for other purposes 
are generally made only at times when rates 
subject to state jurisdiction are under consid- 
eration. 

“This problem of an equitable separation of 
telephone property, revenues, and expenses be- 
tween state and interstate jurisdiction is one 
of prime interest to the various state com- 
missions at the present time in light of chang- 
ing conditions and increasing costs, and has 
been the subject of intensive study and investi- 
gation by staff experts of state commissions co- 
operatively with representatives of the staff of 
the Federal Communications Commission. As 


you know, the Federal commission has juris- 
diction over interstate rates, and since most 
telephone facilities are used in common for 
both state and interstate services, some equita- 
ble method must be employed in determining 
the proportion of total telephone costs within 
a state that are subject to the state and to 
the Federal jurisdiction. Naturally if justice 
is to be done, a uniform method of cost alloca- 
tion should he employed.” 


—Report of Special Committee on Telephone 
Regulatory Problems, Matt L. McWhorter 
of Georgia, chairman. 


z 
On FPC-state Codperation 


r= [Federal Power] commission, in 
codperation with the National Asso- 
ciation of Railroad and Utilities Commission- 
ers, is making a survey of state commission 
jurisdiction and regulation. The questionnaire 
form used in this survey was designed in co- 
Operation with the association, and a report, 
which will ultimately be issued on ‘state com- 
mission jurisdiction and regulation,’ will be 
jointly edited by mente of the staff of this 
commission and the NARUC. 

“The Federal Power Commission is con- 
tinuing its practice of notifying the interested 


state commissions, in conformity with the plan 
of codperative procedure, of all proceedi 
before it. Copies of all orders entered by the 
commission are forwarded to the interested 
state commissions and copies of licenses, pre- 
liminary permits, and amendments thereof are 
likewise forwarded to the state regulatory au- 
thorities.” 


—Report of Committee on Codperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Louisiana, 
chairman. 


e 


On FCC-state Telephone Rate Codperation 


é¢ EMBERS of the Federal ‘Communica- 

tions Commission staff are codperat- 
ing with the New Jersey Board of Public 
Utility Commissioners and the Maryland Pub- 
lic Service Commission and have held nu- 
merous conferences with, and furnished con- 
siderable information to, other state and local 
regulatory bodies in connection with the recent 


wave of telephone rate proceedings. More than 
twenty state commissions have been furnished 
by the FCC with requested information on 
telephone rates.” 
—Report of Committee on Codperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Louisiana, 
chairman. 


7 


On Depreciation Matters 


cc EPRECIATION information has been fur- 
nished by the FCC to the states of 
Kansas and Virginia for their use in. connec- 
tion with tax assessments on telephone pro P- 
erty. Staff members of the FCC are also wor 
ing with the New Jersey commission in con- 
nection with proposed changes in depreciation 
rates of the New Jersey Bell Telephone Com- 


pany, and with a number of southeastern com- 
missions concerning depreciation rates of 
Southern Bell Telephone & Telegraph Com- 
pany. —Report of Committee on Codperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Loussiana, 
chairman. 


7 
On Airport Shortage 


66 @VeRtIFIcaTION of carriers has far out- 

stripped airport facilities i - the domes- 
tic field. Less than two-thirds of 536 United 
States communities authorized to receive sched- 
uled air service, actually are getting it. The 
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meet survey (by Aviation News) showed that 

225 places which the Civil Aeronautics Board 
put on the air map since hostilities ended still 
are without service lar, tgely because airport fa- 
cilities are inadequate. However, 100 more com- 
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munities were receiving service at the end of 
the first quarter of 1947 than were receiving 
air-carrier service at the start of 1946. 

“The Federal Aid Airport Bill creating a 
7-year program for a billion-dollar develop- 
ment of airport facilities in the United States, 
nearly half of which is to be contributed by 
oy Pan government, became law March 


“The first $45,000,000 of Federal aid for the 
1946 fiscal year is now available, but due to 
delays in planning and in matching Federal 
funds, on the part of local communities, only: 
$2,800,000 of this 1946 appropriation has been 
obligated.” 

—Report of Committee on Progress in the 

Regulation of Transportation Agencies, 
Jeff A. Robertson of Kansas, chairman. 


7 
On Benefits of FPC Codperation 


6¢y™ connection with these [codperative] 
proceedings, it is interesting to note the 
comments of Chairman McBrearty, of the 
Michigan commission, who sat jointly with the 
commission’s presiding examiner at some of 
the hearings. Chairman McBrearty writes: 
‘Our commission and our staff, with the Fed- 
eral Power Commission and their staff, con- 
stantly conferred in an attempt to work out 
the various problems that were involved in the 
applications . . . My experience has convinced 
me that it is not only possible for a state 


commission and a Federal commission to work 
together agreeably, but that such cooperation 
is of immense mutual benefit to both staffs 
and commissions. ... The type of codperation 
so recently given our commission should be 
striven for in every instance where state and 
Federal commissions meet .. .’” 


—Report of Committee on Cooperation 
between State and Federal Commissions, 
Nat B. Knight, Jr., of Louisiana, 
chairman. 


a 


On Service Emergency Codéperation 


66a CONFERENCE was held in Chicago, IIli- 
nois, early in December, 1946, at which 
the interested state commissions participated, 
with Panhandle Eastern and its utility custom- 
ers, for the purpose of obtaining an agreement 
among the interested parties to the emergency 
service rules to be in effect for the Panhandle 
system during last winter. As a result of the 
agreement reached at this conference, Pan- 
handle filed, and the commission permitted to 


e 


become effective, the emergency service rules 

which were in effect last winter. It is recog- 

nized that the codperative effort of all the inter- 

ested parties prevented a serious supply emer- 

gency on the Panhandle system and on the sys- 

tems of its utility customers last winter.” 
—Report of Committee on Codperation 
between State and Federal Commissions, 

Nat B. Knight, Jr., of Louisiana, 
irman. 


On Air-carrier Regulation 


66 yxy 13 states Sie issued certificates 
of convenience and necessity to air 
carriers—Alabama, Arkansas, Colorado, IIli- 
nois, Kentucky, Maryland, Nevada, New ‘Mex- 
ico, North Dakota, Oklahoma, Pennsylvania, 
Virginia, and Wyoming. Five other states have 
statutory power to issue such certificates—Ne- 
braska, Rhode Island, South Dakota, Tennes- 
see, and Vermont. Nine other states are be- 
lieved to have authority to issue certificates un- 
der provisions of their utility laws or their 
Constitution. 
“Certain of these states named merely re- 
quire the air carrier to record the Federal 


e 


certificate with the state commission and file 
copies of its tariff. All of the foregoing 13 
states which have issued certificates of con- 
venience and necessity except Oklahoma, and 
in addition, California, Massachusetts, Ne- 
braska, Utah, and Wisconsin, or a total of 16 
states, have statutory authority to regulate rates 
of intrastate air carriers. But of these, it ap- 
pears that only Kentucky has so far exercised 
its rate-making power.” 


—Report of Committee on Progress in the 
Regulation of Transportation Agencies, 
Jeff A. Robertson of Kansas, chairman. 


On Midwest Commissioners’ Conference 


Sony oTIcE should be made of the formation 
of a Midwest Conference of State 
Utilities Commissions, effected on May 9th at 
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St. Paul, Minnesota. States participating are 
Iowa, Kansas, Minnesota, Missouri, Nebraska, 
North Dakota, South Dakota, and Wisconsin. 
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The purpose of the conferance is to provide for 
consultation and coéperation relative to matters 
of common interest among the members. It will 
hold meetings on call as matters of common 
interest arise that appear to justify codperative 
consideration. Its recommendations will be ad- 
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visory and not binding on member commissions. 





Transportation problems, doubtless, will from 
time to time be considered.” 
—Report of Committee on Progress in the 
Regulation of Transportation Agencies, 
Jeff A. Robertson of Kansas, chairman. 


e 


On Promotion of Safety in Transportation 


(44 Gone is still vitally important, particu- 
, larly at this time when the nation’s eco- 
nomic condition is so dependent upon trans- 
portation and we can ill afford any loss in man 
power or machinery which is so greatly needed 
at this time. Great strides have been made by 
industry, national and state governments, as 
well as great fraternal organizations. Outstand- 
ing in this respect is the Benevolent and Pro- 
tective Order of Elks, which organization fos- 
tered and put forth special efforts in ‘safety 
promotion,’ better-driving contests, etc. The 
various civic clubs such as Rotary, Kiwanis, 
Lions, and many other clubs have endorsed 
and made safety their outstanding objective 
even to the extent oftentimes of considering it 
a project. Schools and churches have been talk- 
ing and practicing safety. Labor groups, Bu- 
reau of Mines, forestry organizations as well 
as farmers clubs and industries, particularly the 
railroads, have put on vigorous and effective 
campaigns in the interest of safety and the 
preservation of life, which they know pays 
off in dividends in the aggregate not only in 
the conservation of time and money, but in the 
prevention of pain and the loss of life. The 
National Congress of Parents and Teachers, 
one of the largest organizations, with a mem- 
bership of approximately 4,000,000 members, 
has carried out an effective safety campaign. 
“Regardless of all the care and caution ex- 
ercised, accidents happen and continue to hap- 
pen and the regretable part is that they will 
continue to happen. We must reconcile ourselves 
to that fact. We do not admit accidents are 


necessary or are a part of the performance of 
operation of transportation vehicles, neither do 
we admit they are all entirely avoidable. We 
do contend, however, that many are caused by 
mechanical failures, an instant of neglect, care- 
lessness, human frailty, or a moment of hesi- 
tation by the operator. ... 

“A few pertinent otservations might well be 
considered in connection with automobile and 
truck accidents. Two out of every three in- 
volved mistakes by drivers. Exceeding the 
speed limits seems to head the list by a large 
margin. 

“Some will lose because they are willing to 
take a chance, no matter how great the odds. 
Others will lose because they have not learned 
the game well enough to play it safely. Certain 
studies and reports disclose that most automo- 
bile, bus, and truck accidents do not occur on 
rainy, snowy, or foggy days, but in clear weath- 
er, and not on wet, snowy, or icy highways, but 
on dry pavements. The answer is obvious, of 
course; when the weather is bad and the roads 
are wet and slippery driving seems to be dan- 
gerous. There is a tendency for us to slow down 
and redouble our alertness. As a result, acci- 
dents are relatively few. But when the weather 
is clear and the pavement dry, it seems to be 
conducive to speed and, of course, it is speed 
and chance-taking that cause many accidents 
and deaths.” 


—Report of Committee on Safety of ay mag 
tions of Transportation Agencies, C. 
Doherty of South Dakota, chairman. 


7 
On the Purpose of Utility Financing 


cope. data on security issues for the 
period since the beginning of the de- 
pression have indicated that the major pur- 
pose of public utility financing has been re- 
funding. Furthermore, after Pearl Harbor, 
the amount of new capital raised by public 
utilities fell below the small normal levels. 
During the year 1943, the new capital raised by 
public financing reached a new low, being sub- 
stantially half of the previous low mark of 
$34,221,000 made in 1933. The year 1944, al- 
though reporting an increase over 1943, was 
the third lowest year of record with $42,711, - 
000. The volume of new financing for 1945, 
although over twice that for 1944, was still 
one-third below the 10-year average. The new 


capital raised for the first six months of 1946 
was below that for the first six months of 
1945, by about 10 per cent, indicating a con- 
tinuance of the situation. However, during 
the latter half of 1946, the situation changed 
substantially. In the ten months since June 30, 
1946, new capital raised by public utilities 
through new financing exceeded the billion- 
dollar level, more than the total for the ten 
years 1936 through 1945. . 

“With respect to public utility bonds, it is a 
fact that companies that had refinanced their 
bonds during the 1936 to 1939 period at lower 
interest rates were again able to refinance their 
bonds at later levels with a substantial reduc- 
tion in interest costs. The reduction would 
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have been much smaller had it not been that 
the saving on excess profits tax in a refunding 
operation absorbs most of the premiums re- 
quired to call debt (which premiums range up 
to 5 per cent of the princ 1. amount). It is 
apparent from a review of the situation that 
the public utilities in general are still able to 
‘obtain money at the low costs that prevailed 
in the recent past. There has been some de- 


cline in bond values with a related increase in 
bond yields during the several months to date 
(May 31, 1947) but the amount is such that 
it would appear that the present cost of debt 
money is near the lowest in history.” 


—Report of Committee on Corporate 
Finance, William Parrillo of Illinois, 
chairman. 


e 
On Utility Net Income 


¢ SF is noteworthy that although the three 

years 1944, 1943, and 1942 represent 
years during which the amount of electricity 
sold was substantially increased above that pre- 
vailing in any preceding year, the net income 
for these years is substantially lower than that 
of the preceding three years and lower than 
the 1930 results. The 1945 results indicated 
some improvement in this respect with a more 
substantial increase for 1946. The 1946 net in- 
come was the highest on record, exceeding the 


previous record made in 1930 by about 6% per 
cent or one-fifteenth, . . . The profit result is 
primarily dependent upon the electric operating 
income which, in turn, since operating revenues 
have increased, means that operating revenue 
deductions have increased faster than the 
revenue itself.” 


—Report of Committee on Corporate 
Finance, William Parrillo of Illinois, 
chairman, 


z 


On Volume of Transit Service 


6¢]t is to be noted that the number of pas- 
sengers carried by trolley bus and 
motorbus vehicles has shown a continuous in- 
crease with only a few irregularities since 
their inception. The number of passengers 
carried by off-surface electric railways holds 
its Own. 

“But the traffic on surface electric rail- 
ways began to decline about 1923 and continued 
this decline somewhat irregularly to 1940. The 
recovery by 1944 in the number of passengers 
carried by surface electric railways was only 
47 per cent of the loss sustained between 1923 
and 1940 and a ae passengers have 
been lost between 1944 and 1946. The 1946 
figure is only two-thirds of the 1923. Also, 
although the recovery of 3,084,000,000 passen- 


gers from 1940 to 1946 was substantial the 
growing motorbus traffic increased by 5,960,- 
000,000, or 140 per cent. Of the increase of 
substantially 10,300,000,000 passengers for 
all types of local transportation between 1940 
and 1946, the rubber tire vehicles, in spite of 
wartime restriction, accounted for more than 
6,700,000,000, whereas the electric railways 
accounted for less than 3,600,000,000, Like- 
wise, of the increase of 12,000,000,000 passen- 
gers between the depression low of 1933 and 
1946 the rubber tire vehicles accounted for 9,- 
300,000,000 and the steel rail vehicles only i> 

700,000,000.” 
—REPORT of Committee on Corporate 
Finance, William Parrillo of Illinois, 

chairman. 


z 


On Transportation Rates 


¢ ai my is currently in process a cumula- 
tive attempt on the part of all trans- 
portation agencies to obtain increased revenues 
consistent with increased costs of operation. 
Within the bounds of the Interstate Com- 
merce Act and most state statutes this is a 
legitimate undertaking, but there is the danger 
of subjugation of the principle of competition 

in the field of transportation, which principle 


7 


underlies all of the statutory approaches to 
the subject, in favor of what amounts at times 
to an inclination on the part of some carriers 
to charge shippers all that their traffic will bear 
under the present economic circumstances.” 


—Report of Committee on Rates of Trans- 
portation Agencies, Agnes Mae Wilson 
of Missouri, chairman, 


On Traffic Increase 


all my on the city and city-suburban 
lines has increased over the level of ™" 
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pe year. Coupled with the shortage of 


uusses was the even greater shortage of auto- 
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mobiles and this lack of competition, together 
with outmoded street traffic controls, prohibi- 
tion of curb parking, and congestion at mid- 
business section parking lots and garages, 
helped to hold local riding to the wartime high. 
Whether the increased output in automobiles 
will substantially cut into this figure is con- 
jectural as it seems likely that such an increase 
will further add to the parking problems and 
congestion in the shopping and business dis- 

tricts of the local communities.” 
—Report of Committee on Service and Fa- 
cilities of Transportation Agencies, Guy 

R. Johnson of Pennsylvania, chairman. 
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staal Beng on surface, subway, and ele 
vated lines decreased only slightly in 
1946 despite the wide-spoken predictions at 
the beginning of the year of a decline to pre- 
war totals. 

“In 1946 the surface railway lines carried 
9,027,000,000 passengers, subway and elevated 
lines 2,835,000,000 or a total of 11,862,000,000 
passengers, which represents a 2.16 per cent de- 
crease over the previous year.” 


—Report of Committee on Service and Fa- 
cilities of Transportation Agencies, Guy 
R. Johnson of Pennsylvania, chairman. 


ed 


On Switching Reserves on the Balance Sheet 


66 erie summarized, the [utility] indus- 
try objected to the transfer of the cap- 
tion and amount related to reserves applying 
to the plant accounts from the liability side 
of the balance sheet to the asset side of the 
balance sheet, and also presented numerous 
cases in which the utilities believed the report 
required too great detail or otherwise was 
burdensome. ... 

“The more important controversy relating 
to the presentation of reserves related to the 
plant account. The industry objected strongly 
to the deduction of these reserves from the 
assets to which they relate. The committee, 
however, despite the presentation on behalf of 
the industry, is still of the opinion that such 
reserves should be deducted. On the propo- 
sition that ‘a depreciation reserve that reason- 
ably approximates the reserve requirement 
should be deducted from the assets to which 
it relates in the presentation of the balance 
sheet,’ the committee is unanimously in the 
affirmative. However, on the proposition that 
‘the depreciation reserve, regardless of the 
state of adequacy or inadequacy or the man- 
ner in which it is computed, should be deducted 
from the asset side of the balance sheet,’ the 
vote stood 10 to 3 in the affirmative. As a 
result, the committee has decided to recom- 
mend to the association that the balance sheet 


schedules be drawn up in both fashions, leav- 
ing it to each state commission to decide which 
form it preferred to adopt.” 
—Report of Committee on Statistics and 
Accounts, Fred Kleinman of 
Illinois, chairman, 


ccVVE are asking the convention te recom- 
mend to the membership of the as- 
sociation the adoption of the form of report as 
prepared by your committee with the reserva- 
tion that each commission shall choose the bal- 
ance sheet presentation it prefers. If this is 
done, it is believed that the state and Federal 
commissions of the association can adopt uni- 
form reports so that the report can be pre- 
pared by a duplicating process. This will re- 
lieve the utilities of the burden of preparing 
several copies of the same report, which bur- 
den, since it involves the possibility of errors 
between the copies, is one that should be 
avoided. It is necessary to remember that in 
the first instance the adaptation of the reports 
required by the respective members of the as- 
sociation to a uniform report that can be pre- 
pared by a duplicating process was a suggestion 
of the industry.” 

—Report of Committee on Statistics and 

Accounts, Fred Kleinman of Illinois, 
chairman. 


7 


On New Gas Plant Accounts 


iz 4 HE.subject of the new types of plant 

and related changes in expense accounts 
is particularly important in the case of gas 
utilities. Although the origin of the problem 
antedates the preparation by this committee of 
the uniform system of accounts, recent trends 
have placed emphasis on several developments 
in the gas field. The accounting treatment of 
mixing gas, of reforming gas, and of propane 
or liquefied petroleum gas has been accentu- 
ated by an increase in number of companies 
and an increase in degree o{ use of these some- 
what recent developments in the industry. It 
is felt that the development has now reached 
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a stage that requires considered action on the 
part of the committee. A study is now in prepa- 
ration, looking toward the development of plant 
accounts, maintenance accounts, and operat- 
ing accounts to cover these expanded develop- 
ments. It is believed that the progress has 
sufficient to crystallize the accounting for these 
new developments and hence to warrant the 
promulgation of uniform accounting on the 
matters involved.” 


—Report of Committee on Statistics and 
Accounts, Fred Kleinman of Illinois, 
chairman. 
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On Rural Power Line Construction 


¢ Ww the increasingly rapid expansion 

of electrification in rural areas, it is 
becoming very important that the contractors 
building these lines be acquainted with the 
safety regulations as instituted by each state. 
It has been found, in many instances, that ex- 
tensions built by contractors are improperly 
guyed, with inadequate grounds, and improper 
clearances between the power lines and the lo- 
cal telephone systems. Where such construc- 


tion work is conducted for the major utilities, 

the state of Oregon has always insisted that 

careful inspection be made by the companies 

to make certain that all of the safety require- 

ments have been met before service is actu- 

ally connected.” 7 
—Report of Committee on Service and 
Facilities and Safety of Operation of 
Public Utilities, George H. Flagg of 

Oregon, chairman. 


+ 
Resolutions Adopted 


¢€ ¢ Desotven, that this association favors the 
enactment of HR 2973—80th Congress, 
amending Part I of the Federal Power Act, 
and 
“Resolved Further, that the committee on 
legislation and the legal representatives of this 
association are authorized to appear on behalf 
of the association before any committee of 
Congress at any hearing which may be here- 
after held upon said bill or upon any similar 
bill.” 


4 GRR Psorven, That this association reaffirms 
its position in favor of the enactment 

into law of the amendments to the Federal 
Power Act which were presented by the execu- 
tive committee at its fifty-fifth annual meeting 
and approved by vote of the association at such 
meeting, and 

“Resolved Further, that this association fav- 
ors the enactment of HR 2972—80th Congress, 
amending § 201 of the Federal Power Act, to- 
gether with such amendments thereof as may 
be necessary to insure that there shall be no 
hiatus between Federal regulation and state 
regulation, and 

“Resolved Further, that the committee on 
legislation and the legal representatives of 
this association are authorized to appear on 
behalf of the association before any committee 
of Congress at any hearing which may be here- 
after held upon said bill or upon any similar 
ill.” 


r 4 Chua, that this association favors 
withholding congressional action upon 
pending bills amending the Natural Gas Act 
until the Federal Power Commission report in 
Docket No. G-580 is available, and 
“Resolved Further, that before any favor- 
able action shall be taken upon HR 4051 and S 
734—80th Congress, proposing amendments to 
the Natural Gas Act, this association asks that 
§§ 1 and 4 thereof be amended.in accordance 
with the draft of amendments attached here- 
to, and 
“Resolved Further, that this association en- 
dorses the amendments of paragraphs (h) and 
(i) of § 7 of said bills, sponsored by the IIli- 
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nois Commerce Commission . . . and endorses 
the amendment of § 3 of said bills sponsored by 
said commission, and presented to the House 
Committee on Interstate and Foreign Com- 
merce on April 16, 1947, in so far as such 
amendment to § 3 is designed to compel the 
Federal Power Commission to observe the 
purpose of Congress, that local distributing 
companies which receive interstate gas wd 
for local distribution shall be free from Fed- 
eral Power Commission jurisdiction, and sub- 
ject to the complete control of local state 
authorities, and 

“Resolved Further, that the committee on 
legislation and the legal representatives of this 
association are charged with the duty of ap- 
pearing on behalf of this association at any 
hearing before any committee of Congress 
which may be held upon said bills, or any simi- 
lar bill, for the purpose of presenting this 
resolution and making a statement in support 
of the views herein expressed and amendments 
herein referred to.” 


66 Qesotven, that the association opposes 
the enactment of HR 2657—80th Con- 
gress, or any similar bill, which may be intro- 
duced tending to limit the practice of non- 
lawyers before Federal agencies, and 

“Resolved Further, that the secretary of the 
association is directed to transmit a copy of 
this resolution to the chairman of any com- 
mittee of Congress before which such bills are 
or may be pending.” 


CC eam that the committee on legisla- 

tion and the legal representatives of the 
association are charged with the duty of ap- 
pearing on behalf of this association at any 
future hearing which may be held on S 43— 
80th Congress, or any similar bill, before any 
committee of Congress, for the purpose of 
seeking an amendment prohibiting the Federal 
loaning agency [Rural Electrification Admin- 
istration] from making any loan for the pur- 
chase, sale, construction, operation, or enlarge- 
ment of any telephone line or system unless 
the consent of the state authority having juris- 
diction in the premises, if any, is first ob- 
tained.” 
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The March of 
Events 


In General 


Less Conservation Urged 


P. CaTHERWOOD, dean of the 
* Cornell University School of 
Labor and Industrial Relations, last 
month declared a number of Federal 
agencies “mean to gain control over the 
destinies of large sections of the country 
in which they operate through a strangle- 
hold on the development of natural re- 
sources.” 

In an address at the closing session of 
the annual meeting of the Interstate Com- 
mission on the Delaware River Basin, 
held at Shawnee-on-the-Delaware, Penn- 
sylvania, Dean Catherwood said the com- 
mission had data on a new wave of move- 
ments in the Federal government to cir- 
cumvent the various state and _ local 
authorities. 

“The present bad actors are the Bu- 
reau of Reclamation and the Southwest- 


ern Power Administration in the Depart- 
ment of the Interior,” he asserted. “In 
addition, the movement to blanket the 
country with nine replicas of the Ten- 
nessee Valley Authority also is still alive.” 

Franklin H. Lichtenwalter, speaker of 
the Pennsylvania House of Representa- 
tives, at the same session, declared that 
a point had been reached in this country’s 
national growth “where Congress should 
declare a moratorium on programs for 
the development of natural resources.” 

Referring to the Bureau of Reclama- 
tion, Mr. Lichtenwalter said “now that 
virtually all of the advantageous and 
economically sound projects have been 
completed, it is looking for new fron- 
tiers. The greenest pasture appears to be 
cheap public power. Since it arrived at 
this conclusion, the Bureau has begun to 
‘sell’ irrigation.” 


* 
Alabama 


House Passes Tax Bill 


A to permit cities to increase taxes 
against public utilities by 50 per 
cent was passed last month by the state 
house of representatives and sent to the 
state senate. 

Backed by the Alabama League of 
Municipalities, the bill to permit munici- 


pal governing bodies to collect additional 
revenue from public utilities was spon- 
sored by Assistant Administration Floor 
Leader E. L. Roberts of Etowah, 

It would raise the ceiling of utilities’ 
licenses from 2 to 3 per cent. Roberts es- 
timated it would give the cities an addi- 
tional $2,000,000 in revenue annually. 


Arizona 


Co-op Dealt Setback 
HE Ma-Yu Electric Codperative, 
which eight months ago announced 
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start of construction on 400 miles of 
power lines in western Maricopa and 
eastern Yuma counties to add 10,000 ad- 
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the Arizona Corporation Commission.” 


ditional acres of productive farms to the 
state’s resources, suffered a telling blow 
on July 24th. 

uperior Judge C, C. Faires of Globe, 
in a decision filed in superior court at 
Phoenix, permanently enjoined the co- 
6perative from further constructing an 
electric line, plant, and system in western 
Maricopa county. His decision came in 
an injunction suit brought by the Central 
Arizona Light & Power Company to en- 
join Ma-Yu from extending lines into its 
service area. A supreme court appeal is 
expected. 

The Central Arizona Company sued 
soon after the co-op was allocated $790,- 
000 by the Rural Electrification Admin- 
istration in Washington and, boasting a 
membership of 500 farmers in the two 
counties, announced it was ready to ex- 
pand its power distribution facilities. 

At the time his company sued, M. O. 
Best, chairman of the power company’s 
board of directors, said his concern’s de- 
sire was “to eliminate the economic waste 
caused by construction of paralleling and 
duplicating lines.” 

One of the power company’s chief 
contentions in court was that the codp- 
erative is a public service body under Ari- 
zona law, thus coming under jurisdiction 
of the state corporation commission, yet 
had no certificate of convenience and 
necessity from the commission, as has the 
power company, to serve the particular 
area in dispute. 

The power company also contended it 
holds a proper franchise from county su- 
pervisors, and that the co-op, without 
lawful right, was invading its field. The 
latter claimed to be a nonprofit codpera- 
tive offering service only to members; 
contended it thus was not required to ob- 
tain a certificate from the state commis- 
sion, but conceded it needed a franchise 
from Maricopa county to use county 
roads in its distribution business. 

Judge Faires ruled it would appear that 
“this places the defendant (the co-op) 
in a difficult position, for if it is not a 
public service corporation it is not en- 
titled to a county franchise and if it is 
such then it must obtain a certificate from 
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Lack of Codperation Charged 


HE U. S, Reclamation Bureau and 

power distributors in the state were 
charged recently by Kenneth B. Aldrich, 
director of the Arizona Power Author- 
ity Commission, with “lack of codpera- 
tion” which has blocked the bringing into 
Arizona markets of electric energy in 
sufficient quantity to alleviate the current 
scarcity. 

This vital objective, Aldrich said in a 
statement following a meeting last month 
with Colorado river power applicants, 
could have been accomplished even be- 
fore the late war, had the bureau and pri- 
vate power distributors codperated. 

Aldrich declared that, ever since its 
creation three years ago, “the authority 
has been striving to obtain the codpera- 
tion of the Reclamation Bureau and 
power distributors in a unified effort to 
make cheap Hoover dam power available 
to the greatest possible extent throughout 
the state, instead of launching plans that 
would saturate a few communities and 
leave vast portions of the state unserved.” 

The authority director’s comments 
were made at a meeting at which the 
state’s power situation in general, the 
status of Davis dam, and the controversy 
over whether the power division of the 
Reclamation Bureau shall build trans- 
mission lines carrying Davis power into 
Arizona, were discussed. 

Michael W. Straus, reclamation com- 
missioner, subsequently urged from 
Washington that the Arizona Power Au- 
thority begin at once the planning and 
construction of a network of feeder lines 
from small cities to the Davis dam trunk 
lines. 

From time to time, he told The Ari- 
zona Republic, “we have asked the state 
agency to be ready to begin service to the 
isolated parts of the state. We want to 
build the backbone of the transmission 
system, because we believe it is an in- 
tegral unit of the reclamation develop- 
ments. If the power authority will build 
the smaller lines, we shall work as an ef- 
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fective team in serving the people of 
Arizona.” 
Congressman Richard F. Harless has 


asked Straus for details as to the antici- 
pated rate of development in the bureau’s 
power line program. 


Arkansas 


Voters Reject Franchise 


APITAL TRANSPORTATION COMPANY’S 

25-year franchise extension granted 

by the Little Rock city council on May 

4th was defeated by a vote of 4,332 to 
2,397 in a referendum last month. 

The total vote of 6,729, although con- 
sidered heavy, fell far short of the record 
city vote of more than 11,000, cast in the 
December 17th special election on pur- 
chase of the gas system for municipal op- 
eration. Only 3 of 22 precincts approved 
the franchise, and the vote in these 3 


was close. 
Vice President P. E. McChesney of 


the transportation company said plans 
for modernization of the system would be 
delayed, “but we will continue to give the 
best transportation possible with our pres- 
ent equipment.” His statement was inter- 
preted as notice that the company would 
not put into service the 15 new gasoline 
busses which it had received in connec- 
tion with plans for reconversion under 
the franchise extension. 

McChesney said the city council and 
the company “are now faced with the 
problem of trying to work out another 
franchise that will meet with the ap- 
proval of the citizens of Little Rock.” 


California 


Sign Tidelands Pact 


T= Department of Justice an- 
nounced on July 26th an agreement 
to permit continuation of oil and gas op- 
erations on the California tidelands, 
which the U. S. Supreme Court ruled last 
month belong to the Federal government. 

Attorney General Tom Clark and Cali- 
fornia Attorney General Fred N. Howser 
signed also a stipulation declaring that 
the United States does not claim certain 
specified areas of San Francisco bay, San 
Diego bay, and San Pedro bay. 

The agreement permitting continuation 


of oil drilling and other operations which 
were in progress on June 23rd, the date 
of the Supreme Court decision, specifies 
that royalties which the state collects 
must be held in a special fund until de- 
termination of just what property belongs 
to the state and what to the Federal gov- 
ernment. 

The arrangement for oil operations un- 
der state permit was described by the de- 
partment as “purely interim,” subject to 
revocation by Congress at any time, but 
in any event to continue no longer than 
September, 1948. 


Connecticut 


Supports Tax Commission 
Ruling 


ONNECTICUT’s Attorney General 
William L. Hadden announced re- 
cently he would support State Tax Com- 
missioner Walter W. Walsh’s ruling that 
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public utility companies must pay the 
state’s new sales and use tax on retail 
tangible goods they purchase for their 
own use and consumption, 

“T believe Commissioner Walsh’s rea- 
soning on this point is legally sound,” 
Hadden said after a long conference with 
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the commissioner, “and I believe such 
corporations are subject to the tax.” 
The conference between the attorney 
general and tax commission followed the 
filing of a suit in superior court by five 
of the state’s largest public utility com- 
panies for a declaratory judgment ex- 
empting them from the sales and use tax 


enacted by the 1947 state legislature. 

Hadden said he was prepared to de- 
fend Commissioner Walsh in the suit and 
that he would prefer to have the case 
handled in the regular manner; that is, 
argued first in superior court before it is 
appealed to the state supreme court of 
errors. 


Indiana 


Obtains Change of Venue 


NDIANAPOLIS RAILWaAys, INC., recent- 
I ly obtained a change of venue from 
Marion Circuit Court to Hancock Cir- 
cuit Court in the hearing of its appeal 
from the rate order issued by the state 
public service commission July Ist. 

Through its appeal the company is at- 
tempting to set aside the commission or- 


der for free transfers, a 5-cent fare for 
school children, and property deprecia- 
tion charges as fixed by the commission. 

The question whether the company 
will be permitted to continue to charge 2 
cents for transfers was pending before 
the state supreme court. The company 
claims it has the right to collect the 2-cent 
transfer charge. 


Kentucky 


Restrictions Set Aside 


AN order setting aside all restrictions 
against the installation of gas space- 
heating equipment in the state was is- 
sued recently by the state public service 
commission, 

Four companies are directly affected 
by the order: Louisville Gas & Electric 
Company; Central Kentucky Natural 
Gas Company, Lexington ; Union Light, 
Heat & Power Company, Covington ; and 
Frankfort Natural Gas Company, 


It was subsequently announced the or- 
der would be appealed by the companies. 

The state commission earlier had 
granted the utilities permission to refuse 
to serve additional gas-heating custom- 
ers. Each of the companies had asked that 
the restrictions be made permanent. 

Commission Chairman Charles E. 
Whittle said the commission felt that such 
restrictions were discriminatory. He said 
the gas shortage was not sufficiently acute 
to warrant such restrictions, 


Massachusetts 


Phone Rate Increases Approved 


ATE increases averaging slightly more 
than 5 per cent, and representing 
25-cent monthly increases to residential 
phone bills and 50 cents for business serv- 
ice were approved by the state public 
utilities commission last month, effective 
immediately. 
In addition, the New England Tele- 
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phone & Telegraph Company received 
permission to charge one-half cent more 
per message unit on each phone call in 
excess of the customer’s limit under the 
measured service system. 

Governor Robert F. Bradford asserted 
that the NET&T’s proposals for further 
increases of 10 per cent in Massachusetts, 
Rhode Island, Maine, New Hampshire, 
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and Vermont would be studied and acted 
upon uniformly by all five states, 


Antiutility Strike Law 


Cy == Bradford has approved, 
effective September 25th, the re- 
cently enacted antiutility strike law 
(Chapter 596, session 1947) which au- 
thorizes the governor to seize utility prop- 


erties in event of a strike or threatened 
strike. 

During a period of such seizure work 
stoppage is made illegal, while wages and 
hours and working conditions remain the 
same for the period of state operation. 
The law does not apply to telephone serv- 
ice, but does apply to other basic indus- 
tries besides public utilities, such as food 
and fuel. 


Michigan 


Carrier Phones Expected 


METHOD of having telephone calls 

“hitchhike” over electric power 
lines, introduced this spring for long- 
distance service in Wisconsin, will be ex- 
panded to provide additional rural serv- 
ice in upper Michigan this summer, ac- 
cording to Ben R. Marsh, general man- 
ager of the Michigan Bell Telephone 
Company. 

The first use of power lines for rural 
phone service was scheduled to be tried 
out late last month near Crystal Falls, 
Michigan, Marsh said. By the end of Au- 
gust, he added, the system will be ex- 


panded to Mansfield location, Colony 
Corners, Copper Harbor, and Eagle Har- 
bor, all in upper Michigan. 

The initial “hitchhike” installation in 
the United States was made in April be- 
tween Manitowoc and Appleton. In ad- 
dition to using regular telephone lines, 
the company also transmits its calls on 
power lines, Marsh explained, Each sec- 
tion of the power line has six channels 
capable of serving eight customers each, 
he said. 

The new installation probably will not 
be used except on long-distance circuits 
in Wisconsin. 


Nebraska 


Utility Valuations Down 


ie franchise valuation of Nebraska 
utility companies has been fixed by 
the state board of equalization at $2,494,- 
100 for this year, compared with $3,- 
435,550 in 1946. 

The decrease of $941,450 is accounted 
for by the fact that the Nebraska Power 
Company, Omaha, which last year had a 
franchise valuation of $1,050,000, has 


been turned over to the Omaha Public 
Power District and taken off the tax rolls, 

If the Nebraska Power Company prop- 
erty is not taken into account, the in- 
crease for the remaining utilities amounts 
to $108,550 over last year. 

The franchise assessment of the Lin- 
coln Telephone & Telegraph Company 
was increased from $205,000 in 1946 to 
$210,000 this year. 


New Jersey 


Gas Heating Limit Reached 
ITING “the tremendous demands” 
made in the last year for gas heat- 
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ing for homes, Public Service Electric & 
Gas Company has notified all dealers and 
contractors that no new customers for 
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gas service can be accepted “at least until 
after April 1, 1948.” 

The notification explained that Public 
Service cannot get pipes, pumps, and 
other equipment necessary to increase gas 
capacity in time for next winter’s peak 
demand. 

Public Service said 5,000 applications 
are being filled now. 

Public Service sells only the gas. Sale 


New 


Wins Gas Rate Rise 


meet higher operating costs the 

state public service commission has 
granted a temporary increase in gas rates 

to the Brooklyn Union Gas Company, it 
was announced recently. 

The new rates, effective until July 1, 
1948, or until otherwise ordered by the 
commission—pending conclusion of the 
rate proceeding being held—will become 
operable upon one day’s notice by the 
company to 800,000 customers in Kings 
and Queens counties. 

The increases range from 3 to about 
6.4 per cent for residential service and 
up to 8 to 9 per cent in general and in- 
dustrial classifications. The minimum 
monthly charge has been raised from $1 
to $1.03 a month. ; 

In service classifications the increase 
to meet greater costs in wages, materials, 
and taxes is 5 cents on each thousand 
cubic feet of gas. An additional 5 cents 
each thousand cubic feet will be charged 
for residential use over 10,000 cubic feet 
a month. 


of equipment is handled by independent 
dealers. 

In Elizabeth, the Elizabethtown Con- 
solidated Gas Company, which served 
Union county communities, reported it is 
not taking any new customers for the 
1947-48 heating season. 

The company hopes to have sufficient 
gas to satisfy those who apply next year 
for the 1948-49 season, a spokesman said. 


* 


York 


Last March, when the company asked 
for increased rates, the commission sus- 
pended the proposed tariffs and started 
an investigation. An interim report by 
Hearing Examiner Ernest A. Bamman 
concluded that the company was entitled 
to a higher revenue. 


Commission to Appeal 


HE state public service commission 

has authorized its counsel to pro- 
ceed with an appeal in the Kings County 
Lighting Case before the United States 
Circuit Court of Appeals, it was learned 
recently. 

The district court on July 8th approved 
the plan of reorganization of the com- 
pany as requested by the company and 
opposed by the state commission. 

Federal Judge Kennedy, it was learned, 
amended his order directing that the plan 
not be consummated pending an appeal 
by the state of New York which he as- 
sumed would be prosecuted with dis- 
patch. 


a 
Ohio 


Transit Conversion Planned 
HE Cleveland transit system plans 
to abandon all street railway tracks 

and replace its streetcars with electric 
trackless trolley coaches and busses, ac- 
cording to a recent announcement by Wil- 
liam C. Reed, transit board chairman. 
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This conversion to modern passenger 
transit will cost from $10,000,000 to $14,- 
000,000 and should be completed within 
ten years, Mr. Reed stated. Cleveland has 
ordered more than 250 trackless trolleys 
since the war to supplement its original 
79 vehicles. Completion of these new 
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plans will give Cleveland one of the 
largest trackless trolley fleets in the 
world. The only exception to abandon- 
ment of all rails will be Cleveland’s rapid 
transit lines, now in the planning stage, 


Reed added. Instructions have been given 
Kenneth Ledford, secretary of the board, 
to prepare a retirement schedule for all 
streetcar lines, which would be presented 
to the city council for early action. 


Oregon 


Merger Proposed 


PERATION of the Pacific Power & 

Light and the Washington Water 
Power companies “as an independent re- 
gional system,” accompanied by removal 
of common stock ownership in Pacific 
to the Pacific Northwest, was proposed 
in a plan announced in Portland last 
month by the presidents of the two com- 
panies. 

American Power & Light Company, 
which now owns the common stocks of 
both companies, has been ordered by the 
Securities and Exchange Commission to 
dispose of its interests in the two North- 


west utilities, under the Holding Com- 
pany Act. American Power & Light and 
Washington Water Power filed applica- 
tions recently with the SEC, requesting 
approval of the first step in the program, 
which calls for the transfer by American 
to Washington Water Power of all com- 
mon stock of Pacific Power & Light, 
The second step then would be for 
American to sell its holdings of Wash- 
ington Water Power common, “thus di- 
vorcing itself from the Pacific Northwest 
field, but leaving undisturbed the affilia- 
tion that has existed between Pacific and 
Washington for the past twenty years.” 


Pennsylvania 


Phone Rate Hearing Closed 


ESTIMONY before the state public 

utility commission in the hearing of 
the Penn-Harris hotel and the Pennsyl- 
vania Hotels Association against the Bell 
Telephone Company ended recently, but 
a brief was expected to be filed prior to 
requested oral argument before the com- 
mission. 

The case grew out of a demand on the 
part of the Pennsylvania Hotels Associa- 
tion to have the percentages given by the 
Bell to various hotels for telephone serv- 
ice written into the tariff rates of the state 
commission. Counsel for the hotels 
argued that, if a definite percentage is 
posted with the commission, and that 
amount does not prove adequate, re- 
course may be had by the hotels to have 
the tariff rate increased. It was also 
pointed out that Bell also could have the 
tariff lowered. 
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In addition to the demand on the part 
of the hotels to have the percentage for 
phone service written into the tariff rates 
and posted with the state commission, the 
Bell charges that an amount of approxi- 
mately $115,000 is due it, covering a pe- 
riod in dispute dating from April, 1944, 
until June, 1945. During that period of 
time the Bell Company allowed no per- 
centage since it contended that the hotels 
were making surcharges. Counsel for the 
hotels argued that few were making sur- 
charges. 

To bring the matter to a head Bell 
brought suit against the Warwick hotel, 
Philadelphia, in an effort to recover $5,- 
670.28. 

The supreme court ruled that it 
should not take action in the matter in 
the absence of a decision of the state com- 
mission relating to the posting of tariff 
rates by the Bell Company. 
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Washington 


Ruling on PUD Upheld 


o be state supreme court held in an 
opinion handed down July 24th that 
public utility district No. 1 of Clark 
county has a right to acquire under a de- 
cree of public use and necessity the elec- 
tric properties in that county owned by 
Northwestern Electric Company, Pacific 
Power & Light Company, and the Port- 
land General Electric Company. Eight of 
the nine judges of the court signed the 
opinion, Judge E. W. Schwellenbach not 
voting. 

The court commented : 

May we say in passing that the conclusions 
we have reached herein in no way conflict 
with the decision reached in the Skagit 
County PUD Case. In that case the high 
court held that the Skagit PUD might not 
acquire the properties of the Puget Sound 
Power & Light Company in nine Washing- 
ton counties. One of the opinions in that case 
of which there were several individually 
written held that the proposed Skagit deal 
was too comprehensive and far-reaching to 
serve the needs of Skagit county. 

Effect of the recent decision by the 
state supreme court was to uphold Judge 
H. G, Sutton of the Clark County Supe- 
rior Court in a decree handed down in 
eminent domain proceedings instituted by 
the PUD. 


The opinion was written by Judge 
Jeffers. Concurring were Judges Mallery, 
Millard, Steinert, Robinson, Simpson, 
Abel, and Hill. 


Effort to Block Franchise Fails 


| ag pees of Commissioner Kenneth 
Lawson to amend the Washington 
Water Power Company franchise ordi- 
nance with a provision which he said 
would be a special safeguard, if the city 
of Spokane bought out the company, 
failed at the legislative session last month 
and the 15-year franchise went into effect 
when the council majority approved it. 

The move of Commissioner Lawson 
was made when the franchise, which had 
been approved by a vote of the people, 
was up for final reading and adoption. 
Commissioner Lawson told the council 
§ 16 of the franchise should be amended 
because a claim of severance damages is 
made when power companies sell to pub- 
lic interests. He said if the company sold 
its distribution system within the city to 
the municipality it could ask compensa- 
tion on the basis of the franchise. 

Commissioner Willard Taft said that 
such damages, if any, would be a matter 
for the courts to determine. 


Wisconsin 


Strike Law Signed 
_ outlawing strikes, lockouts, and 
slowdowns in public utility com- 
panies was signed into state law by Gov- 
ernor Oscar Rennebohm last month. 

The measure provides for conciliation 
and compulsory arbitration, if necessary, 
to settle labor-management disputes in 
telephone, gas, electric, transportation, 
communication, and other public utility 
companies, 

Under the new statute, the state em- 
ployment relations board must name a 
panel of labor relations experts within 
thirty days to serve as conciliators and 
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arbitrators in public utility disputes. 

In instances where labor and manage- 
ment in a utility company fail to reach 
an agreement through collective bargain- 
ing, the board would direct one of the 
conciliators to seek a settlement. If he 
fails to produce an agreement within fif- 
teen days, the board would then name 
three or five arbitrators. Each side would 
be allowed to strike one name from the 
list. The arbitrator or arbitrators then 
would conduct hearings and the final de- 
cision would be binding. The arbitrators 
would have a maximum of sixty days to 
reach their decision. 
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CASH fare of 10 cents and token 
fares at the rate of three tokens for 
25 cents, without any charge for trans- 
fers, were approved by the Indiana com- 
mission for the Indianapolis Railways, 
Inc. Much of the opinion related to de- 
preciation practices. There was contro- 
versy as to depreciation on property ac- 
quired before and after 1932 when prop- 
erty was acquired in a reorganization. 
The company, said the commission, 
was entitled to a full allowance for de- 
preciation that it would experience in the 
future with respect to property now used 
and useful in public service so that it can 
recoup the fair measure of consumption 
of the cost of property. The commission, 
however, stated that, if it accepted one 
engineer's method of arriving at the 
amount of annual depreciation in the de- 
termination of income for rate-making 
purposes, it could not accept the “ob- 
served depreciation” of other engineers 
in determining valuation in the same case. 
The company had made transfers be- 
tween depreciaiion reserve and capital 
surplus. A reversal of transfers was or- 
dered. Concerning a claim for accelerated 
recovery of depreciation, the commission 
said : 

The commission wishes to state that the 
principle governing this matter which it ap- 
plies is that, whenever conditions suddenly 
change so as to require the retirement of 
property before its expected full life in serv- 
ice has been attained, it is appropriate to 
amortize the remaining book amount over 
the remaining useful life. If utilities are, as 
they are supposed to be, constantly studying 
their property to see that they record the 
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The Latest Utility Rulings 


Depreciation Practices Criticized in 
Transit Fare Inquiry 


facts as they transpire, there is no reason for 
a utility not to recover its full depreciation 
costs over the service life of the property in 
each and every case. However, this claim for 
amortization deals with property known in 
1932 to be obsolete and requiring retirement 
in the course of a rehabilitation and modern- 
ization program under consideration when 
this petitioner acquired the property in re- 
organization proceedings. All of the property 
subject to this claim now no longer serves 
the public, nevertheless petitioner asks that 
it be allowed to recover the amount of $2,- 
831,592.34 in charges over the future. Since 
the commission is allowing accelerated de- 
preciation on all property now in service 
which allowance tends to increase the amount 
of fares that the public is required to pay, 
it would seem that the limit of commission 
discretion has been reached. To fail to face 
facts for a period of fifteen years and then 
claim that subsequent rates exacted from 
customers must cover the amortization of 
property that fifteen years ago was known 
to be ready for retirement and which has 
actually been retired so that it no longer 
serves the public, cannot be countenanced. 


Current fair cash value of lands and 
an allowance for materials and supplies 
were approved as part of the rate base. 
No allowance was made for working 
capital in view of the nature of transit 
company operations where a token and 
cash fare are in effect. 

Personnel training costs allowed as op- 
erating expenses were excluded from the 
rate base. 

The commission considered a repro- 
duction cost appraisal of nearly $13,000,- 
000 and a depreciated cost of about $5,- 


600,000. The commission fixed a rate base 


of $8,750,000. Reproduction cost figures 
were termed hypothetical, conjectural, 
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and illusory. It was also said that no pru- 
dent businessman would actually invest 
money in a construction project at such 
cost. 

A return of 6.9 per cent on the rate 
base was found to be reasonable. 


The commission required the compan 
to install on an experimental basis a 5- 
cent fare for school children under prop- 
er controls to be arranged between the 
company and the commission. Re Jndian- 
apoks Railways, Inc. (No. 17782). 


as 
Fuel Clause in Gas Rate Schedule Disallowed 


HE Maine commission denied au- 

thority to a gas company to add a 
fuel adjustment provision applicable to 
all of its rate schedules. But the commis- 
sion said that it was aware of the fact 
that changing conditions incident to the 
war have given rise to somewhat wide- 
spread use of flexible fuel clauses in other 
jurisdictions, and that in some states such 
arrangements have apparently met with 
commission approval. 

The statute requiring a schedule show- 
ing all charges, said the commission, con- 
templated a schedule from which the 
customer and the commission could as- 
certain accurately and definitely the cost 
to the customer of a given service under 
definite conditions without reference to 
extraneous data solely in the possession 
of the utility. A schedule providing no 
fixed charges, but proposing that charges 
fluctuate and vary according to condi- 
tions, is not a rate schedule such as is 
contemplated and required by the statute. 

It was observed that under the pro- 
posed schedule a customer, upon con- 
sulting it, would have no knowledge of 
what he must pay for gas. He would be 
required not only to investigate the offi- 
cial rate schedule on file with the com- 
mission, but also to ascertain the weighted 
average cost of fuel of several types to 


the gas company for the applicable three 
months’ period, and also the credits for 
residual and steam sales. 

This, the commission believed, would 
not be in keeping with the objective of 
the statute governing rates, It would 
make it incumbent upon such customer 
to obtain voluminous data from the com- 
pany and to apply various formulae in 
order to find out whether or not his bill 
had been correctly computed. Further- 
more, it was noted, the cost of fuel, while 
a large element in the cost of gas service, 
is not the only factor to be considered in 
fixing rates. 

The commission observed : 


This proposal, in effect, calls for a delega- 
tion of the public responsibility of this com- 
mission to the utility. Although it is per- 
missive in character and subject to recall, it 
is nevertheless effective. The utility would 
be making the automatic rate changes itself, 
upon its own determination, as to the fair 
cost of fuel. If this method were more 
broadly applied as above as it would 
be doing likewise as to the fair cost of labor 
and other operating expenses. Whether or 
not fair prices are paid for fuel would, in 
effect, be determined not by this commission 
but by the utility itself. 

It may also be noted that the proposal tends 
to lessen the incentive for the utility to keep 
fuel costs at the lowest possible level. 


Re Portland Gas Light Co. (FC 1251). 


= 
Telegraph Rates Raised and Free Service Abolished 


O* application by the Western Union 
Telegraph Company for a 20 per 
cent increase in rates, the Tennessee 
commission authorized a 10 per cent in- 
crease. 

The company, according to the evi- 
dence, had suffered a substantial loss 
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on its operations in Tennessee during 
1946 


Franked or free telegraph service, said 
the commission, was an unjust, unwar- 
ranted, subsidized, and nonrevenue pro- 
ducing service and therefore should be 
abolished. 
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There wag excepted from this ban 
those telegrams sent by regular company 
employees and bearing directly on the 
business of the Western Union Tele- 
graph Company. , 

Commissioner Jourolmon, in a dissent- 
ing opinion, referred to the order of the 
commission in Re Western Union Teleg. 
Co. (Tenn 1946) 67 PUR(NS) 210, 
denying an increase, ordering a rate re- 
duction, and approving a flat rate of 25 
cents for full rate telegraph messages 
throughout the state. He said that the 
company, having eliminated competition, 
was seeking rate increases throughout the 
country and that the Federal Communi- 
cations Commission and most of the state 
commissions had “furthered this end and 
permitted the company to increase its 


rates in an effort to increase its revenues.” 
He said that the citizens of Tennessee 
had a right to expect a higher standard 
of regulation from their state commis- 
sion. 

He discussed the question of competi- 
tion and the loss of business which re- 
sults from rate increases. Referring to a 
reported increase of 50 per cent above 
normal during the nation-wide telephone 
strike, he said that it appeared that the 
salvation of the company would be the 
establishment of rates which would keep 
a large proportion of this business. He 
also declared that constitutions and laws 
do not guarantee a utility that it will re- 
ceive a fair rate of return in spite of com- 
petition. Re Western Union Telegraph 
Co. (Docket No. 2810). 


e 


Interstate Use of Phone Does Not Bar State Rate Control 


A= by a subscriber to enjoin an 
order of the Maryland commission 
granting an increase in intrastate tele- 
phone rates was dismissed by the Mary- 
land District Court. 

The subscriber contended that, since 
the same telephones were used for both 
interstate and intrastate communications, 
the state commission did not have juris- 
diction to make a rate order, The court, 
in overruling this contention, made the 
following statement: 

... it is perfectly clear that the public serv- 


ice commission of Maryland has the right 
to fix intrastate rates, as everybody agrees, 


and that it did not lose that power, because, 
under the very common practice, the tele- 
phone instruments that are used in connec- 
tion with the local exchanges are also used 
in interstate communication. Certainly we 
think that it in no way marches against our 
conclusion that the ordinary user of a tele- 
phone who wants to make a long-distance 
call must use the instrument in his own house 
or business place, for which he pays a local 
exchange rate. That is such a practicable and 
utterly convenient and reasonable arrange- 
ment that we cannot imagine that any court 
would say that that converted what is essen- 
tially an intrastate charge into a regulation 
of or interference with interstate commerce. 


Walter v. Lane. 


e 


Company Not Required to Pay Commission 
Expense in Court Proceeding 


Ra state of Washington sought un- 
successfully to recover from the 
Pacific Telephone & Telegraph Company 
attorneys’ fees and other expenses in 
connection with the review of rate orders. 
The department of public service, ac- 
cording to the state supreme court, may 
recover moneys expended in its investi- 
gation of a public utility, but in a court 
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proceeding it may recover only the rea- 
sonable cost of preparing the transcript 
of testimony. 

A statute provides that, in any proceed- 
ing in which expenses of investigation by 
the department exceed the ordinary regu- 
latory fees paid by the company, the pub- 
lic service company shall pay the ex- 
penses reasonably attributable or alloca- 
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ble to the investigation, valuation, ap- 
praisal, or services. This provision was 
distinguished from that involved in 
Washington R. & Electric Co, v. District 
of Columbia (1935) 64 App DC 243, 77 
F2d 366, where provision is made for 
recovery of expenses of any investiga- 
tion, valuation, revaluation, “or proceed- 
ing of any nature.” 

The legislature, said the court, meant 
to require the public to pay the expenses 
of the department of public service in its 
investigation, valuation, appraisal, or 


services. The department has complete 
jurisdiction of its investigations. It hires 
employees and makes its determinations, 
The attorney general has no authority or 
supervision. 

On the other hand, when the depart- 
ment is taken into court, then the state 
attorney general has complete authority 
for the handling of the case. Judicial 
proceedings in court are entirely distinct 
and separate from investigations by the 
department. State v. Pacific Telephone 
& Telegraph Co. 181 P2d 637. 


e 


Union Permitted to Intervene in Railroad Matter 


a by a union of railroad 
workers for permission to inter- 
vene in a suit by trunk line railroads to 
enjoin a switching railway from chang- 
ing existing arrangements for switching 
livestock cars was granted by the United 
States Supreme Court. 

The court quoted § 17(11) of the In- 
terstate Commerce Act, which provides 
that representatives of employees of a 
carrier may intervene in any proceeding 
arising under the Interstate Commerce 
Act which affects employees, and ruled 
that it was applicable to the case at hand. 

The union argued that the primary ob- 
ject of the suit was to nullify its agree- 
ment with the switching railway and that, 
therefore, it was an indispensable party 
under § 17(11). The railroad contended 


that the statute relied on was applicable 
to commission proceedings only. 

The court carefully examined the 
statute and then dismissed the railroad’s 
contention with this statement: 


Here the meaning of § 17(11) is unmistak- 
able on its face. There is a simple, unam- 
biguous reference to “any proceeding arising 
under this act” or, as the House committee 
paraphrased it, to “any proceedings arising 
under Part I.” There is not a word which 
would warrant limiting this reference so as 
to allow intervention only in proceedings 
arising under § 17 or in proceedings before 
the commission. The proceedings mentioned 
are those which arise under this act, an act 
under which both judicial and administra- 
tive proceedings may arise. 


Brotherhood of Railroad Trainmen v. 
Baltimore & Ohio R. Co. 


e 


Railroads Fail to Obtain Rate Increase 


gp New York commission denied 
an increase of 5 per cent in intra- 
state railroad rates on certain groups of 
articles or classes of traffic. It held that, 
when railroads ask for an increase which 
is not nation wide, and which is based 
upon a theory that the financial results of 
operations within certain geographical 
areas justify a greater increase in rates 
than that required on a nation-wide basis, 
then it becomes incumbent upon them to 
prove that the nonuniform increase is 
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justified by revenue needs within the spe- 
cific area within which they are seeking 
the increase. 

A comparison of dollars actually ex- 
pended within the state to dollars ex- 
pended in a state where there is a greater 
proportion of through traffic and where 
terminal costs are relatively less impor- 
tant furnished no basis for conclusions. 

There was said to be no justification 
for increasing freight rates within the 
state of New York to enable the railroads 
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to have sufficient revenues so that they 
might, through the medium of divisions, 
subsidize railroads in other parts of the 
country. 


Such divisions, it was observed, are 
not within the jurisdiction of the state 
commission. Re Rates and Charges of 
Rail Carriers (Case 12882). 


e 


Carrier Must Comply with Transfer Contract 


HE New Jersey Court of Chancery 

granted a bus company’s request for 
a decree of specific performance of a con- 
tract for the transfer of motor carrier 
rights. 

Two bus companies had entered into an 
agreement in which the holder of a cer- 
tificate agreed to transfer his right to 
the other carrier and to make a joint ap- 
plication to the Interstate Commerce 


Commission for approval of the transfer. 
Subsequently the certificate holder de- 
clined to make the application. 

The court held that the contract was 
capable of specific performance, at least 
in so far as the holder of the certificate 
could be required to apply to the commis- 
sion for approval. Royal Blue Coaches, 
Inc. v. Delaware River Coach Lines, Inc. 
52 A2d 763. 


e 
Court Upholds Motor Carrier Penalty 


MOTOR carrier’s appeal from a de- 
cision in favor of the state of 
Washington in an action to recover a 
penalty imposed for failure to remit for 
COD shipments was affirmed by the 
Washington Supreme Court. The carrier 
contended that it had transferred its cer- 
tificate and upon transfer had deposited 
a sum of money in the bank to cover all 
unpaid COD claims and that, therefore, 
it could not be required to pay a penalty. 


The court ruled that the department’s 
requirement of the bank deposit did not 
estop it from imposing a penalty for any 
violation of its regulations by the carrier. 
The state department of public service, 
the court ruled, retains jurisdiction over a 
carrier after the transfer of its certifi- 
cate until all claims for COD shipments 
have been paid in full. State v. Cater’s 
Motor Freight System, Inc. 179 P2d 
496. 


e 


Other Important Rulings 


hi Tennessee commission denied an 
increase in railroad freight rates 
upon a finding that the railroads had not 
sustained the burden of proof as to the 
separation of revenues, expenses, and 
property and had failed to show the 
effect of intrastate rates on revenues 
which the carriers are deriving from 
transportation service within the state. 
The commission also held that rates in 
Tennessee did not discriminate or preju- 
dice citizens or localities of other states 
or shippers or receivers of freight in in- 
terstate commerce. Re Railroad Freight 
Rates and Charges (Docket No. 2767). 


The Federal Power Commission de- 
termined that it had no jurisdiction over 
the operations of an applicant for a cer- 
tificate under the Natural Gas Act, on the 
finding that the company was not a nat- 
ural gas company within the meaning of 
the act, because its operations were con- 
fined to production and gathering and 
arm’s-length sale upon completion of the 
gathering of the gas produced from its 
wells. Re Fin-Ker Ou & Gas Produc- 
tion Co. (Docket No. G-352, Opinion No. 
149). 


A company making sales of natural gas 
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for resale to an interstate pipe-line com- 
pany for transportation and sale outside 
the state where it was produced was held 
to be outside the jurisdiction of the Fed- 
eral Power Commission where it had no 
transmission facilities and was engaged 
primarily in the production, gathering, 
and processing of natural gas and the de- 
livery and sale of such gas at the outlets 
of cycling plants or direct from wells into 
field or transmission lines owned by 
others. Re Tennessee Gas & Transmis- 
sion Co. et al. (Docket No. G-606, Opin- 
ion No. 150). 


In approving a telephone company’s 
application for authority to increase rates, 
the Wisconsin commission commented 
that company rules relating to collection 
of telephone bills should be rigidly en- 
forced so that its losses from uncollectible 
accounts would be minimized. Re Mar- 
quette & Adams County Teleph. Co. (2- 
U-2315). 


The public utilities commission of the 
District of Columbia, in authorizing the 
Capital Transit Company to discontinue 
the sale of tokens and to increase the price 
of the weekly pass so as to yield a return 
of 7.5 per cent, ruled, among other things, 
that under the investment theory of rate 
making, particularly when a company 
does not accrue interest during construc- 
tion, construction work in progress 
should be included in the rate base. Re 
Capital Transit Co. (PUC No. 3453, 
Formal Case No. 363, Order No. 3199). 


The appellate division of the New 
York Supreme Court held that the com- 
mission’s failure to act on an application 
for a rehearing of an accounting order 
until after the expiration of the time pro- 
vided by statute for commission action 
did not constitute a denial of the appiica- 
tion or render an order granting the re- 
hearing null and void, so as to enable a 
public utility company to seek a review 
of the accounting order. Rochester Gas & 
E. Corp. v, Milo R. Maltbie. 


The Idaho commission, in approving 
an application for authority to increase 
motor carrier rates, stated that, where 
truck rates and charges are made by com- 
bining separately stated rates, such com- 
bination factors shall not be increased 
separately but a single increase should be 
applied to the total through rate or 
charge. Re Rocky Mountain Motor Tariff 
Bureau (I&S (Ex parte) Case No. 10, 
Order No, 23). 


The Federal Power Commissien dis- 
missed for want of jurisdiction an appli- 
cation by a power company to merge or 
consolidate into its own facilities the elec- 
tric distribution system of a municipality, 
since this would not constitute a merger 
or consolidation “with those of any other 
person” within the meaning of § 203(a) 
of the Federal Power Act. Re Northern 
States Power Co. (Docket No. IT-6042). 


The Federal Power Commission, in 
terminating proceedings relating to the 
regulation of accounts of the Connecticut 
Light & Power Company because the 
company was cutting its last remaining 
connection with out-of-state power, made 
the observation that in doing so the com- 
pany was clearly within its legal rights 
although this would make it subject only 
to the jurisdiction of the state commis- 
sion, Re Connecticut Light & Power Co. 
(Opinion No. 151, Docket No, IT-5665). 


The Civil Aeronautics Board ordered 
an air carrier to cease and desist carrying 
both persons and property on the same 
flight after its investigation disclosed that 
it had not received authority for that type 
of operation. Re Willis Air Service, Inc. 
(Docket No. 2639). 


The Indiana commission held that reg- 
ular and alternate motor carrier routes 
are not severable, and a carrier authorized 
to operate over a regular route as well 
as an alternate route may not sell one 
while retaining the other. Re Motor Ez- 
press, Inc. (No. 2585-A, 4). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


AUG, 14, 1947 


262 








PREPRINTS 
OF CASES TO APPEAR IN 


Public Otlttres 
‘Reports 


COMPRISING THE MORE IMPORTANT DECISIONS, ORDERS, AND 


"3 O07 TFT a ag 


RECOMMENDATIONS OF COURTS AND COMMISSIONS 


Votums 69 PUR(NS) NumBgr 2 


Points of Special Interest 


SUBJECT 


Accounting for excess over purchase price - 

Sale of municipal plant to private company 
Authorization of motor carrier charter service 

Coal surcharge in electric rate schedule - - - 
Rate discount on high voltage electric service - 
Establishment of telephone exchange boundaries 
Merger of telephone systems - - - - - - 
Tax and price adjustment clauses - - - - - 
Conversion to straight natural gas - - 

Gas curtailment to industry - - - - - - - 
Authorization of air carrier service - - - - - 
Service discontinuance to extraterritorial customer 





Public Utilities Reports (New Series) are published in five bound volumes 
annually, with an Annual Digest. These Reports contain the cases preprinted 
in the issues of Pusiic Utitities ForTNIGHTLY, as well as additional cases 
and digests of cases. The volumes are $7.50 each; the Annual Digest $6.00. 


263 AUG. 14, 1947 








aoa 


Titles and Index 





TITLES 


Central New York Power Corp., Re 
Cienian v. Milwaukee 
Commonwealth Teleph. Co., Re 


Northern States Power Co., Re 
Tennessee Gas & Transmission Co., Re 
Triple Cities Airways, T.C.A., Re 


INDEX 


Accounting—excess over purchase price, 33. 


Certificates of convenience and necessity—air 
carrier authorization, 60; special or charter 
motor carrier service, 


Consolidation, merger, and sale—elimination of 
telephone competition, 42; sale of municipal 
plant, 33; subscriber’s right to protest, 42; 
telephone facilities, 42; value factor, 33. 


Discrimination—discount on high voltage serv- 
ice, 37; electric rates for industrial use, 37. 


AUG. 14, 1947 


Monopoly and competition—telephone ex- 
change boundaries, 42. 


Rates—coal surcharge, 37; electric demand 
charge, 37 ; tax and price adjustment clauses, 
48; telephone service at minimum cost, 42. 


Service—change to straight natural gas, 50; 
contract for water service, 62; discontinu- 
ance to extraterritorial customers, 62; gas 
curtailment to industrial customers, 50. 





RE NORTHERN STATES POWER CO. 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Northern States Power Company 


2-U-2373 
May 20, 1947 


PPLICATION by power company for approval of purchase of 
L \ municipal electric plant; granted subject to conditions. 


Consolidation, merger, and sale, § 20 — Duties of Commission — Value — Acquisi- 
tion of municipal plant. 

1. The Commission, in a proceeding for approval of the purchase of an 
electric plant from a municipality, is concerned with the value of the prop- 
erty for only two purposes: (1) to ascertain whether such value differs 
substantially from the purchase price, and, if so, (2) to ascertain and pre- 
scribe the proper accounting practice to reflect the proposed transaction and 
its results, p. 35. 


Accounting, § 32 — Property acquisition — Excess over purchase price. 
2. A company acquiring a municipal electric plant at a price greatly exceed- 
ing its value, which is found to be depreciated original cost, should record 
the acquisition in its plant accounts at original cost, together with a credit 
to depreciation reserve for accrued depreciation, so as to reflect a book cost, 
less depreciation, equivalent to the value, and it should charge the excess 
purchase price to earned surplus account, p. 35. 


> 


By the Commission: Northern 
States Power Company, Eau Claire, 
Eau Claire county, an electric public 
utility, on February 21, 1947, filed 
with this Commission an application 
for approval under § 196.80, Statutes, 
of the purchase by such company of 
the electric public utility property of 
the city of Colby, Marathon county, 
as an electric public utility, for the sum 
of $55,000. 


APPEARANCES: Northern States 
Power Company, by Albert Smith, 
District Manager, Chippewa Falls, 
Max Peters, Chippewa Falls, and 
Henry Neipert, Eau Claire, by Rams- 
dell & King, Attorneys, Eau Claire; 
of the Commission staff: W. Oakey, 


[3] 


engineering department, E. D. Felch, 
engineering department, and O. P. 
Deuel, rates and research department. 
In docket 2-U-2220, the Commis- 
sion by order of January 7, 1947, found 
that the proposed sale by the city of 
Colby of its electric public utility prop- 
erty to Northern States Power Com- 
pany in accordance with the terms of a 
preliminary agreement between the 
city of Colby and the company, dated 
August 6, 1946, and for a purchase 
price of $55,000 would best serve the 
interests of the city of Colby. Pur- 
suant to the provisions of § 66.06(13), 
Statutes, the preliminary agreement 
was submitted to the voters of the 
city of Colby at an election held Febru- 
ary 4, 1947, and was approved by a 
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vote of 335 to 35. Thereafter the 
city council authorized the mayor and 
the city clerk to carry out the terms of 
the preliminary agreement. The com- 
pany now requests approval of the 
purchase. The record in docket 2-U- 
2220 has been incorporated by refer- 
ence in the instant case. 


Under the terms of the preliminary 
agreement the company agrees to con- 
struct a new transmission line and 
step-down substation and to install 
certain voltage-regulating and other 
equipment at a total estimated cost of 
$41,500. At the hearing it was stated 
that, because of the temporary loss of 
the load of the Northwest Distributing 
Company, the above work wouid be 
postponed until it became necessary 
and that the city of Colby had raised no 
objection to such temporary postpone- 
ment. The Commission does not con- 
sider that these circumstances ma- 
terially affect the present application. 

The evidence shows that the pro- 
posed transfer will result in a reduc- 
tion in rates to many customers of the 
utility in Colby and that no rates will 
be increased. The applicant proposes 
to institute its standard rate schedule 
in all cases where that schedule is 
lower than the present rates of the 
city and will retain the present rates 
of the city where those rates are lower 
than the applicant’s standard rate 
schedule. It does not appear that the 
rates, as thus proposed, will be dis- 
criminatory. A superior service, both 
in quantity and in quality, will be avail- 
able to customers of the utility as a 
result of the acquisition of the prop- 
erty by the applicant. 
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In the order in docket 2-U-2220, the 
Commission concluded that : (6) Based 
on a comparison of net book cost, de- 
preciated investment cost, depreciated 
historical cost, or depreciated repro- 
duction cost, the sum of $55,000 for 
the property is in excess of the value 
of the property. (7) The prospective 
purchaser has sufficient surplus to ab- 
sorb any part of the purchase price 
to be charged to adjustment accounts 
as may be directed by the Commission 
so that the purchaser’s other custom- 
ers will not be adversely affected. 

These conclusions were based on an 
appraisal made by the Commission 
staff on September 15, 1946. 

At the hearing in the instant case a 
representative of Northern States 
Power Company testified that the com- 
pany had nothing to present which 
might indicate that the historical cost 
appraisal prepared by the Commission 
staff and submitted in 2-U-2220 was 
not indicative of the cost and of the 
condition of the property to be trans- 
ferred. He did, however, state that 
the company contemplated making a 
similar study but declined to say how 
the company proposed to handle any 
apparent excess payment on its ac- 
counting records. 

The record also contains the cost 
and cost less depreciation as shown by 
the books of the city. While there is 
a slight difference in date as of which 
depreciation was estimated between 
the books of the city and the Commis- 
sion’s appraisal, the figures are sub- 
stantially comparable. These figures, 
limited to the property to be trans- 
ferred, are as follows: 





T 
Th 
Utility 


RE NORTHERN STATES POWER CO. 
Commission Staff Appraisal 
9/15/46 


Book Costs 12/31/46 


Cost 


$44,129.87 


Utility Plant 
2,918.42 


Materials and Supplies 


Historical Cost 
New—Less 
Dep. 
$24,648 


Cost Less Historical 
Dep. Cost New 

$20,170.99 $41,788 
2,918.42 2,918 2,918 





$47,048.29 
The applicant’s offer is as follows: 


Utility Plant $52,081.58 
Materials and Supplies 2,918.42 


$55,000.00 

So far as the value of the property 
involved (exclusive of materials and 
supplies) is concerned, we think that 
the sum of $24,648 (shown above as 
the Commission staff’s estimate of his- 
torical cost, less accrued depreciation, 
of such property) is more reliable as 
a guide to the determination of that 
value than is the corresponding figure 
of $20,170.99 which indicates the book 
cost of such property less accumula- 
tions of depreciation expense charges 
applicable thereto. From the evi- 
dence we have concluded that the value 
of such property does not substantial- 
ly differ in amount from the staff’s 
estimate of historical cost less accrued 
depreciation, as above indicated. 

[1] We are concerned with the 
value of the property here involved 
for two purposes only: (1) to ascer- 
tain whether such value differs sub- 
stantially from the purchase price 
therefor, and, if so, (2) to ascertain 
and prescribe the proper accounting 
practice to reflect the proposed trans- 
action and its results. 

[2] It is unquestioned that the pro- 
posed purchase price of the property 
here involved greatly exceeds its value. 
And since that value does not differ, 
substantially, from the historical cost 
of the property less the depreciation 
presently accrued thereto, it is proper 





$23,089.41 $44,706 $27,566 


that the applicant record the acquisi- 
tion of all such property (except ma- 
terials and supplies) in its plant ac- 
counts at the amount of $41,788 to- 
gether with a credit to its depreciation 
reserve of $17,410, so as to reflect a 
book cost, less depreciation, of $24,- 
648; and that the difference between 
said $24,648 and the purchase price 
of $55,000, after adjustment for ma- 
terials and supplies acquired, shall be 
charged to applicant’s earned surplus 
account. 


The Commission finds: 

1. That the proposed sale of the 
electric public utility property of the 
city of Colby to Northern States 
Power Company at and for the pur- 
chase price of $55,000 and pursuant 
to the terms and conditions of an 
agreement for such purchase and sale 
entered into between the city and the 
company in evidence in this proceed- 
ing, but subject to the conditions pre- 
scribed in the order herein, is con- 
sistent with the public interest. 

2. That the original cost of said 
property, exclusive of materials and 
supplies, is the sum of $41,788; that 
a proper charge for the depreciation 
accrued to said property as against 
such original cost thereof is the sum 
of $17,140; and that the present value 
of said property, exclusive of materials 
and supplies, is not substantially dif- 
ferent from the depreciated original 
cost of said property amounting to 
$24,648. 
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ORDER 


It is therefore ordered: 


1. That the consent and approval 
of this Commission be and is hereby 
given to the sale of the electric public 
utility property of the city of Colby, 
as an electric public utility of this 
state, to Northern States Power Com- 
pany at and for the price of $55,000. 

2. That the difference betweén the 
purchase price of said property of 
$55,000 and the sum of $24,648, 
after adjustment by way of deduction 
for the amount to be recorded on ac- 
count of materials and supplies to be 
acquired, be charged by Northern 
States Power Company to its earned 
surplus account. 

3. That not later than thirty days 
from the date of this order Northern 
States Power Company shall submit 
to this Commission bookkeeping en- 
tries which it proposes to make to its 
various plant and surplus accounts and 
to its materials and supplies account 


to record the transaction here involved 
upon its books ; which proposed entries 
shall be subject to the informal ap- 
proval of this Commission. 

4. That the consent and approval 
herein ‘given shall be void if the pro- 
posed. transaction shall not be con- 
summated on or before February 4, 
1948, unless the time for consummat- 
ing the same shall be extended by or- 
der of the Commission made pursuant 
to application filed prior to February 
4, 1948. 

5. That Northern States Power 
Company, after consummation of the 
proposed sale, shall place in effect the 
rates set forth in its standard rate 
schedule for all service thereafter ren- 
dered within the area now served by 
the city of Colby, except that when- 
ever the existing rates of the city of 
Colby are less than the rates prescribed 
in said standard schedule, the rates 
to be charged by Northern States 
Power Company shall be those now 
charged by the city of Colby. 


™ 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Emile J. Dube et al. Doing Business 
As D & L Agency 


D.P.U. 5955-GW 
April 18, 1947 


P 


ETITION for license to engage in business of rendering special 
or charter service by motor vehicle; dismissed. 


Certificates of convenience and necessity, § 116 — Special or charter service by 


motor vehicle. 


The business of rendering special or charter service by motor vehicle, under 
a plan for hiring vehicles from local carriers and selling admission to par- 
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ticular events at a price including transportation, cannot be authorized under 


the Massachusetts statutes. 


By the DEPARTMENT: Upon the 
foregoing petition, a public hearing 
was held October 28, 1946. 

It appears from the testimony that 
the petitioner desires to render a 
service similar to that of a broker by 
offering to the public certain special 
services via motor vehicle. The motor 
vehicles to be used in this service 
would be hired from local carriers. 
For example, the petitioner would ad- 
vertise for sale admission to some 
particular event, or series of scheduled 
events such as night ball games in- 
cluding transportation to and from 
same. 

We are of the opinion that § 11A 
of Chap 159A does not authorize the 


type of service which the petitioner 
proposes to render. We are further 
of the opinion that in the instance 
where the petitioner would offer a 
service to a series of events, such as 
that above stated, this service would 
encroach upon the provision of § 1 
of said chapter. 

It further appears that said Chap 
159A does not provide for the licens- 
ing of brokers engaged in the business 
of rendering transportation to the 
public via motor vehicle. 

In view of the foregoing, after pub- 
lic hearing and consideration, we 
are of the opinion that this petition 
should be dismissed, and it is so or- 


dered. 








NEW YORK PUBLIC SERVICE COMMISSION 


Glens Falls Portland Cement Company 


New York Power & Light Corporation 


Case 12885 
April 30, 1947 


OMPLAINT by industrial customer of electric utility as to cer- 
> tain rates and billing methods ; dismissed. 


Procedure, § 30 — Basis for determination — Evidence. 
1. The Public Service Commission may make determinations only upon 


evidentiary proof, p. 39. 


Rates, § 303 — Coal surcharge — Electric rates. 
2. A coal surcharge contained in an electric rate schedule is not a direct 
reflection of the exact increase or decrease in cost of fuel which the utility 
uses to generate electricity, but many other factors must be considered ; all 
factors in a particular rate are in part arbitrary and are agreed upon as. 
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offering the greatest good to the greatest number of customers without jeop- 
ardizing the economy of the utility, p. 39. 


Discrimination, § 96 — Electric rates — Industrial use — Discount on high vol- 
tage service. 

3. A complaint that an industrial consumer is not permitted a discount on 
its bill because it takes primary service at 33,000 volts, although the rate 
schedule provides for a discount when primary service is taken at 50,000 
volts and above, is not sustained by the argument that transformer loss is 
less at 33,000 volts than it would be at a smaller voltage, when the chief 
factor which distinguishes service at above and below 50,000 volts is that 
service at above that figure can be made from transmission lines, while serv- 
ice at below that figure must be made from the distribution system, and 
the discount accordingly represents a difference in the cost of furnishing 
service, p. 40. 
§ 323 — Electric demand charge. 
4. Billing an industrial electric customer for reactive kilovolt-ampere de- 
mand at the time of maximum kilowatt demand would not consider the 
maximum value of reactive kilovolt-ampere demand, which usually occurs 
at some time other than maximum kilowatt demand, p. 40. 
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§ 323 — Electric demand charge — Complaint by industrial customer. 

5. A complaint, by an industrial customer of an electric company, that 
active and reactive demands should be determined from the interval when 
the maximum kilowatt demand occurs should be dismissed if he is billed 
correctly in accordance with a filed rate schedule requiring that maximum 
kilowatt demand and maximum reactive kilovolt-ampere demand shall be 
used for billing regardless of the time interval in which they may have oc- 
curred, where no factual proof is presented that the charge for reactive kilo- 
volt-ampere demand is excessive or that the charges for demand were in- 
correctly computed or billed, p. 40. 


§ 640 — Complaint by industrial customer — General rate schedule. 

6. A complaint by one industrial customer against a general rate schedule, 
involving a number of customers who are not parties to the proceeding, 
should be dismissed when the rate structure is reasonable and proper as a 
matter of theory and no reasonable proof is adduced to indicate that the rate 
complained of is in any way unfair or discriminatory to the complaining 
customer, p. 41. 


a 


Sylvan Ehrlich, customer regarding the charges of the 


APPEARANCES: 


Glens Falls, in behalf of Glens Falls 
Portland Cement Company; LeBoeuf 
& Lamb (by Lauman Martin), New 
York city, Attorneys, for New York 
Power and Light Corporation; Albert 
J. Danaher, Albany, Attorney, for 
New York Power and Light Corpora- 
tion. 


Eppy, Commissioner: This case 
involves a complaint of an industrial 
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New York Power and Light Corpora- 
tion contained in Service Classification 
3, PSC 115, effective April 15, 1946. 
It should be noted in passing that the 
adoption of this rate schedule reduced 
the company’s bills for the eleven 
months commencing in April, 1946, 
and ending February, 1947, by $3,- 
378.14. The complaint includes three 
questions, to wit: (1) That the com- 
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pany’s coal surcharge, as provided in 
its industrial rate schedule is incorrect ; 
(2) That the company should allow a 
discount on bills of customers taking 
primary service at 33,000 volts, and 
(3) That the method of computing 
demand charges is incorrect. 

[1] At the outset, two matters 
should be made clear. (1)Much of 
the controversy presented here was 
disposed of in the opinion of Commis- 
sioner Burritt, Case 10125, Dec. 3, 
1940. (2) The complainant’s case is 
based largely on a misconception of 
the powers and proper functions of 
the Public Service Commission. In 
all matters, this Commission may 
make determinations only upon evi- 
dentiary proof. With the exception 
of certain information taken from the 
company’s annual reports, as to the 
amount of steam-produced electric 
energy, the record is devoid of any 
proof whatsoever upon which a factual 
determination can be made. 

We are dealing here with the com- 
plaint of one customer as to a gen- 
eral rate schedule involving a number 
of customers and which rate schedule 
is similar to other rate schedules which 
have been in effect for a considerable 
period of time. To satisfy the com- 
plaint of the present customer, the 
whole schedule affecting many cus- 
tomers, who are not parties to this 
proceeding, would have to be revised, 
and such a revision would no doubt 
work a hardship on other customers. 
It is impossible to meet the desires 
of every customer on any particular 
rate. No formal complaints other than 
that in this case have been received 
regarding the rate in question. 


The Coal Surcharge 


[2] The complainant assumes that 
the coal surcharge contained in the 
rate schedule is a direct reflection of 
the exact increase or decrease in cost 
of the fuel which the utility uses to 
generate the electricity. This is not 
entirely true. Many other factors 
must be considered. 


Each class of customers must pro- 
vide a certain proportion of a utility’s 
gross income. If the cost per kilowatt 
hour in a particular rate is reduced, 
then some other factor should be in- 
creased to obtain the necessary in- 
come. Therefore, if the coal sur- 
charge were to be reduced, as is re- 
quested in this case, it may be neces- 
sary to increase some other factor to 
obtain an equivalent income. All 
factors in a particular rate are in part 
arbitrary and are agreed upon as of- 
fering the greatest good to the great- 
est number of customers without 
jeopardizing the economy of the util- 
ity. 

The complainant produced figures 
by which he seeks to prove that, on 
the basis of electricity generated by 
the New York Power and Light Cor- 
poration alone, the amount of coal 
required to produce this energy per- 
centage-wise does not justify the par- 
ticular surcharge which appears in 
the rate. The utility considers that 
the propriety of the coal surcharge 
should be determined on a system-wide 
basis, in this case the entire Niagara 
Hudson System, and not solely on the 
basis of a single utility. 

Without the necessity of passing 
upon that question, it is clear that the 
complainant’s figures do not include 
any considerable amount of electric 
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energy purchased by the utility on 
contracts including coal surcharges, 
which apply to a considerable portion 
of the kilowatt hours purchased from 
hydro sources. Thus, upon the com- 
plainant’s own presentation, his case 
falls. 


Discount 


[3] The Cement Company com- 
plains that it is not permitted a dis- 
count on its bill because it takes pri- 
mary service at 33,000 volts, although 
the rate schedule provides for a dis- 
count when primary service is taken 
at 50,000 volts and above. The com- 
plainant’s argument is that he is en- 
titled to a discount because service 
is taken at 33,000 volts, since if service 
were taken at a lesser voltage, such 
as 2,300 volts, the transformer loss 
would be much less than at 33,000 
volts. This may be true, but here 
again the complainant requests a 
change in the rate schedule to suit 
his own individual conditions. 

Under the terms of the rate in 
question, the utility states that serv- 
ice will be supplied at the voltage 
designated by them. In the case at 
hand, this voltage is 33,000 volts. 
This is a reasonable provision since 
the factors comprising the rate as a 
whole consider that the utility will 
only be required to supply service at 
such voltage as it may have available 
in the vicinity, considering other nec- 
essary factors of availability, adequacy, 
and continuity of service. 

A discount is provided in the rate 
when service is supplied at 50,000 and 
higher voltages. The chief factor 
which distinguishes service at above 
and below 50,000 volts is that service 
at above that figure can be made from 
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the company’s transmission lines, 
while service at below that figure must 
be made from the distribution system 
and the discount accordingly repre- 
sents a difference in the cost of fur- 
nishing service. 

Here, again, no evidence whatso- 
ever has been offered by the complain- 
ant which would indicate that any dis- 
crimination exists as between the pro- 
visions of the rate schedule, and like- 
wise, it appears that the complainant’s 
argument is based on an erroneous 
theory as to the reason for the dis- 
count. 


Method of Computing Demand 
Charges 


[4, 5] The principal complaint is 
that the Cement Company believes 
that the active and reactive de- 
mands should be determined from the 
interval when the maximum kilowatt 
demand occurs. The rate requires 
that the maximum kilowatt demand 
and maximum reactive  kilovolt- 
ampere demand shall be used for bill- 
ing regardless of the time interval in 
which they may have occurred. There 
is no question that the utility is billing 
the customer correctly in accordance 
with the filed rate schedule. 

As in the case of the application of 
the discount the complainant desires 
a revision of this part of the rate sched- 
ule to suit his individual conditions. 

The entire matter of this form of 
demand charge was the subject of a 
hearing held in Case 10125, supra, and 
there is no indication of any general 
dissatisfaction among the many cus- 
tomers being presently billed on the 
several rates incorporating this fea- 
ture. 

In the making of any rate, several 
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elements must be considered. Of pri- 
mary importance is the requirement 
that a utility must be prepared to 
serve the maximum demand required 
by all of its customers at any time. 
To do so, requires a plant which in- 
cludes generating capacity, transmis- 
sion, and distribution facilities ade- 
quate to meet the needs of all of its 
customers. If the requirement for 
service by all customers was the same 
at all times, and if all customers’ equip- 
ment was such that only kilowatts and 
no reactive kilovolt-amperes were re- 
quired, much idle plant could be 
avoided, the utility’s investment would 
be less and there might be a strong 
argument that the only charge which 
customers should pay would be an 
amount for the energy used. However, 
in the case of industrial customers, the 
amount of energy used may be quite 
small at one time and very large at 
another. The amount of reactive 
kilovolt amperes also fluctuates con- 
siderably and a customer’s maximum 
reactive kilovolt amperes usually oc- 
curs at some time other than maximum 
kilowatt demand. 

To compensate the utility for the 
plant required for both maximum kilo- 
watt and maximum kilovolt-ampere 
demands, demand charges for both of 
these factors have become a standard 
feature of substantially all industrial 
electric rates. With respect to the ac- 
tive energy supplied, the utility is 
paid in part by the charge per kilowatt 
hour, and in part by the kilowatt de- 
mand charge. In so far as the supply 
of the reactive kilovolt-ampere com- 
ponent is concerned, there is a charge 
for excess reactive kilovolt-ampere 
demand, but there is no charge for re- 
active kilovolt ampere hours, al- 


though the company is required at 
all times to maintain the plant neces- 
sary to supply the reactive component 
supplied to the customer. It, there- 
fore, follows that the utility must, to 
have an equitable rate, receive some 
compensation for supplying the re- 
active component, since it does not 
follow that reasonable compensation 
would be obtained to any extent solely 
by payments for energy. 

The customer desires that he be 
billed for reactive kilovolt-ampere de- 
mand at the time of maximum kilowatt 
demand. It is apparent that such a 
method of billing would not consider 
the maximum value of reactive kilo- 
volt-ampere demand, which usually 
occurs at some time other than maxi- 
mum kilowatt demand. 

Charges for reactive kilovolt-am- 
pere demand paid by a customer under 
a filed rate schedule are largely within 
the control of the customer and may 
be avoided entirely or to a large ex- 
tent by the efficient use of his plant or 
by installing corrective equipment. If 
a customer, by reason of plant ineffi- 
ciency, requires the power company to 
provide additional generating, trans- 
mission, and distribution facilities, and 
does not pay some compensating 
charge, the cost of the power com- 
pany’s additional equipment must be 
met by other customers on the system. 

No factual proof was presented by 
the complainant that the charge for re- 
active kilovolt-ampere demand is ex- 
cessive nor that the charges for de- 
mand were incorrectly computed or 
billed. 


Discussion, 
[6] This complaint concerns a num- 
ber of questions regarding billing un- 
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der a filed rate schedule and is almost 
entirely a matter of argument ad- 
dressed to the theory upon which the 
rate is based. The argument offered 
does not sustain the complaint. The 
rate structure about which the com- 
plaint is made is reasonable and prop- 
er as a matter of theory. A rate, how- 
ever, may be sound in theory, but may 
have the result of improperly distribut- 
ing charges to groups of customers. 
Such an inquiry becomes very perti- 


nent in any general rate investigation. 
This is not such an investigation. It 
is a complaint solely by one customer 
receiving service at one rate, and no 
reasonable proof has been adduced 
which indicates that the rate com- 
plained of is in any way unfair or dis- 
criminatory to the customer who has 
made the complaint. 


Conclusions and Recommendation. 
It is recommended that the com- 
plaint be dismissed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Commonwealth Telephone Company 
et al. 


Application Docket No. 67331 
May 5, 1947 


PPLICATION by telephone companies for approval of sale and 
A exchange of facilities and discontinuance of service by each 
company in the territory affected by the exchange; approved. 


Consolidation, merger, and sale, § 25 — Telephone facilities — Service improve- 


ment — Subscribers’ protest. 


1. A protest of a small number of telephone subscribers who will be ad- 
versely affected by a proposed sale and exchange of telephone facilities 
between two competing companies should not be permitted to stand in the 
way of a project which would substantially affect the present and future 
progress of telephone communication, p. 46. 


Monopoly and competition, § 28 — Telephone exchange boundaries — Commission 


approval. 


2. The establishment by competing telephone companies of an exchange 
boundary which does not appear to have been determined in a capricious 
or arbitrary manner should be approved, notwithstanding protests of a few 
subscribers, since wherever the boundary line is placed, there will always 
be subscribers on one side who prefer to be served by the other side, p. 46. 


Rates, § 120 — Reasonableness — Service at minimum cost. 
3. Telephone rates should be designed to provide service at a minimum cost 


to subscribers, p. 46. 
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Monopoly and. competition, § 83 — Telephones — Commission policy. 
4. A telephone utility should be permitted to render service without the 
threat of invasion of its territory and ruinous competition by another tele- 


phone company, p. 47. 


Consolidation, merger, and sale, § 24 — Elimination of competition — Telephone 


merger. 


5. A unification of two telephone systems, which would tend to eliminate 
wasteful duplication of facilities and provide a unified and universal service 
to the public, should receive Commission approval, p. 47. 


Rates, § 573 — Telephones — Toll charges between local exchanges. 
Statement that telephone toll charges may be applied between local exchange 


area, p. 46. 


By the Commission: Common- 


wealth Telephone Company (Com- 
monwealth), a Pennsylvania corpora- 
tion, was organized under the Act of 
Assembly approved April 29, 1874, 
and acts amendatory thereof and sup- 
plemental thereto, and is engaged in 
rendering telephone service in the 


counties of Sullivan, Bradford, Wyo- 
ming, Susquehanna, Luzerne, and 
Lackawanna. North-Eastern Pennsyl- 
vania Telephone Company (North- 
Eastern), was organized as a telegraph 
company under the provision of said 
Act of Assembly and operates a tele- 
phone system in the counties of Lack- 
awanna, Wayne, Wyoming, and Sus- 
quehanna. Commonwealth and North- 
Eastern have relinquished their tele- 
graphic rights and have accepted the 
terms of the supplement to said Act of 
Assembly, providing for the incorpora- 
tion and regulation of telephone com- 
panies, approved July 22, 1919, PL 
1123. 

Commonwealth and North-Eastern 
compete with each other in certain ex- 
change areas in Lackawanna, Wyo- 
ming, and Susquehanna counties and 
maintain no direct connections for the 
interchange of service in these areas. 


For the purpose of eliminating dupli- 
cation of service and facilities and to 
accomplish unification of the systems 
of the companies in the areas involved, 
Commonwealth and North-Eastern 
entered into an agreement whereby 
each of the parties agrees with the 
other to sell and transfer certain prop- 
erty, including poles, cables, fran- 
chises, central office equipment, and 
other equipment now or at the time of 
settlement, located in Susquehanna, 
Wyoming, and Lackawanna counties. 

The agreement provides that Com- 
monwealth, in addition to the transfer 
and exchange of certain property, shall 
pay to North-Eastern the sum of $14,- 
967 in the following manner: the sum 
of $967 on the day of final transfer and 
exchange, and $1,000 per month there- 
after until the full sum is paid. The 
estimated structural values of the phys- 
ical properties to be acquired by the 
parties are as follows: 


North-Eastern property to be ac- 
quired by Commonwealth 


Commonwealth property to be ac- 


quired by North-Eastern 


Net consideration payable by Common- 
wealth 


A total of 272 subscribers are in- 
volved in the areas affected by the pro- 
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posed unification. Of this number, 242 
North-Eastern subscribers will be ac- 
quired by Commonwealth, and 30 of 
the latter’s subscribers will be acquired 
by the former. Most of these sub- 
scribers were interviewed by applicants 
with the following results: 

Favor proposed unification 

Oppose unification 


Noncommittal 
Not interviewed 


Fourteen subscribers are against 
unification because they will be re- 
quired to pay toll charges on messages 
between certain exchanges. North- 
Eastern subscribers in the affected 


areas are now able to call all stations 
served by the North-Eastern system 
without the payment of a toll charge. 
However, they have been and are un- 
able to call Commonwealth stations in 


the competitive areas and they are re- 
stricted in their use of service, as there 
is no interchange of traffic between 
the two systems and the long-distance 
service of the Bell system is not avail- 
able to them. 

At the hearing, North-Eastern sub- 
mitted evidence through its wire chief, 
Edward Maile. Mr. Maile testified 
that North-Eastern is presently serv- 
ing 1,935 subscribers. Universal toll 
service is denied to approximately 500 
subscribers who are served by ex- 
changes in the competitive area. He 
said that, after the unification of the 
properties, North-Eastern will serve 
approximately 1,700 subscribers, all of 
whom will be able to secure universal 
toll service ; also that the money North- 
Eastern receives from Commonwealth 
will be used to modernize the former’s 
telephone plant. A new Stromberg 
Carlson two-position common battery 
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switchboard has been ordered and de- 
livery is scheduled for this year. This 
switchboard will be installed at New 
Milford and will replace the present 
magneto type switchboard. North- 
Eastern also intends to order an un- 
attended automatic type switchboard 
for installation in its Harford ex- 
change. 

At the request of counsel for prot- 
estants, Mr. Maile produced a state- 
ment which purported to show the fi- 
nancial position of North-Eastern as 
of December 31, 1945. The statement 
was incorporated into the record by 
reference. Although the witness tes- 
tified he was a wire chief, charged with 
the maintenance of North-Eastern’s 
plant facilities, and that the company’s 
general manager is in charge of fi- 
nances, counsel for protestants exam- 
ined the witness at some length on the 
various items included in the state- 
ment. Answers to questions posed by 
protestants’ counsel regarding the fi- 
nances of North-Eastern indicate the 
witness was not qualified to testify on 
financial matters. However, an ex- 
amination of the company’s annual re- 
port for 1945 indicates that its work- 
ing capital is deficient, since the current 
assets and current liabilities are shown 
to be $17,762 and $20,552, respec- 
tively. This condition should show a 
marked improvement following — the 
proposed unification as North-Eastern 
will receive approximately $15,000 in 
cash from Commonwealth. 

Six protestants appeared at the hear- 
ing. B. C. Losey, Kingsley, Susque- 
hanna county, testified that he is a 
poultry technician employed by Hall 
Brothers Hatchery, Wallingford, Con- 
necticut. Mr. Losey has been a Com- 
monwealth subscriber for fifteen years 
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and, apparently, handles a considerable 
amount of his business by telephone. 
Mr. Losey sells chicks to Walter Wil- 
marth, Kingsley, likewise a protestant, 
and he testified that if the proposed 
unification is approved his business 
relations with Mr. Wilmarth will be 
adversely affected. It appears that Mr. 
Wilmarth now subscribes to the serv- 
ices of each applicant and that prior to 
the establishment of Commonwealth 
service in Mr. Wilmarth’s home, Mr. 
Losey found it extremely difficult to 
contact Mr. Wilmarth from Connecti- 
cut and other distant points by long- 
distance toll service. On these at- 
tempts the witness testified he was in- 
formed by the operator that she could 
not make connections with telephone 
stations of the North-Eastern system. 
Mr. Losey has never been a subscriber 
to North-Eastern service and he said 
that if North-Eastern can furnish the 


same grade of toll service as Common- 
wealth he will have no objection to the 
unification. 

Walter Wilmarth is engaged in 
poultry farming and has both a Com- 
monwealth and North-Eastern tele- 


phone in his home. In the event of 
unification, he will lose his Common- 
wealth service. Mr. Wilmarth op- 
poses approval of the instant applica- 
tion and he advanced the following 
reasons : 

1. His Commonwealth telephone 
number is nationally advertised. 

2. He will experience difficulty in 
contacting the express agent at Kings- 
ley by telephone. 

3. He feels that North-Eastern nei- 
ther has nor can secure facilities to pro- 
vide adequate toll service. 

Mr. Wilmarth stated that the ex- 
press agent at Kingsley also has the 


service of each company, and that, aft- 
er unification, the agent will have 
Commonwealth service, while Wil- 
marth will have North-Eastern serv- 
ice on a line to which 13 stations are 
presently connected. The witness in- 
dicated that it is impossible to secure 
adequate service on a line to which 13 
stations are connected. 

On cross-examination, Wilmarth 
admitted he subscribes for service un- 
der a residential rather than a business 
classification and that he never made a 
formal complaint to either company re- 
garding service inadequacies. With 
respect to the number of stations on the 
line, counsel for applicants asked the 
witness if he had not been given an op- 
portunity to supersede his party line 
service with an individual line. His 
answers indicate that he was offered 
such service but that he refused “‘be- 
cause the service is still inadequate.” 

G. W. B. Tiffany, a general mer- 
chant, testified that, after unification, 
most of his customers will have Com- 
monwealth service whereas he will re- 
tain his present North-Eastern serv- 
ice. . He said further that if the unifi- 
cation is approved it will cost him five 
cents to call his customers and that his 
customers will be obliged to pay the 
same charge to call him. He is op- 
posed to the proposed unification be- 
cause of the application of toll rates. 

Another witness, Harvey Butler, 
Harford, does not object to the pro- 
posed unification. He does not have 
either service at the present time and 
testified “ my main interest in 
being here is to see that the service I 
get in the future when I do have a 
phone, should I be in the good graces 
of either company at any time, I want 
to see that the phone I have is properly 
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serviced. I expect to do marketing 
outside of Pennsylvania and want to 
be able to put in long-distance calls 
and receive them.” 

Herbert Ross, a farmer, auctioneer, 
and representative of the Grange 
League Federation, testified that he 
has both services and will lose his 
North-Eastern service if the unifica- 
tion is approved. He opposes the pro- 
posed change solely because he will 
have to pay a toll charge to call his cus- 
tomers and vice versa. He said that 
the application of toll charges will af- 
fect his sales of feed and that this busi- 
ness may go to a competitor stating, 
“T have a competitor right here in the 
court room.” In response to a ques- 
tion by counsel for protestants, Mr. 
Ross named his competitor as “Rich- 
ard Masters.” 

Richard Masters testified that he is 
now served by Commonwealth and 
North-Eastern and that if the proposed 
unification is consummated, service to 
him by the latter company will be dis- 
continued. He is the “competitor” re- 
ferred to by Mr. Ross and, like Mr. 
Ross, he fears that his feed business 
will suffer as his customers will be 
served by North-Eastern and it will be 
necessary for them to pay a toll charge 
to reach his Commonwealth telephone. 
He stated that Commonwealth does 
not have sufficient facilities between its 
Kingsley and Montrose Central offices 
to provide adequate service. However, 
he stated that unification of the two 
systems will not affect him if Common- 
wealth provides additional facilities to 
provide adequate service to and from 
Kingsley. 

[1] The protests are readily under- 
standable, but they cannot be permit- 
ted to stand in the way of present and 
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future progress in the field of com- 
munication. Universal toll service will 
be available to all subscribers of Com- 
monwealth and North-Eastern and its 
inception will eliminate the difficulty 
Mr. Losey has had in the past in reach- 
ing Mr. Wilmarth. Further, it will, 
for the first time permit approximately 
500 persons to call all telephone users 
served by the Bell system and its con- 
necting companies, and vice versa. The 
protests of Messrs. Wilmarth, Tiffany, 
and Masters are occasioned by the loca- 
tion of the proposed territorial bound- 
ary line separating the operating 
areas of North-Eastern and Common- 
wealth. We recognize that the loca- 
tion of the boundary line may place 
some hardship upon certain subscrib- 
ers, but it is evident that a change in 
the proposed boundary would not solve 
the problem which confronts protes- 
tants. The property of Mr. Wilmarth, 
for example, is located in an area to be 
served by North-Eastern, whereas, he 
desires Commonwealth service. Con- 
versely, the property of Mr. Masters 
will be served by Commonwealth, 
whereas, he desires North-Eastern 
service. 

[2] There is nothing of record to in- 
dicate that the proposed boundary has 
been determined by applicants in a ca- 
pricious or arbitrary manner. Any re- 
vision would create new boundary sit- 
uations as there will always be sub- 
scribers on one side of a boundary who 
would prefer to be served from the 
other side. 

[3] There is, of course, nothing new 
in the application of toll charges be- 
tween local exchange areas. Rates for 
telephone service should be designed 
to provide service at a minimum cost 
to subscribers generally, and basic tele- 
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phone rate structures have been di- 
vided into two principal parts to 
achieve this purpose. Local service 
rates cover service within a particular 
local service area and toll rates on a 
message basis apply on calls from one 
local service area to another. This is 
not a rate proceeding and there is noth- 
ing to prevent protestants from at- 
tacking separately the reasonableness 
of any part of applicant’s rate struc- 
tures. 

[4, 5] Applicants contend that the 
proposed unification is necessary and 
proper for the service, accommodation, 
and convenience of the public for the 
reason that it eliminates unnecessary 
and uneconomical duplication of facili- 
ties and that it will provide a unified 
and universal service to the public in 
the affected area. 

We find it to be in the public in- 
terest to discourage wasteful dupli- 
cation of telephone facilities. Each 
telephone utility should render service 
without the threat of invasion of terri- 
tory and ruinous competition from 
some other telephone utility. The in- 
stant proceeding is a progressive step 
in that direction. 

The matters and things involved 
having been duly presented and heard, 
and full consideration having been 
given thereto, we find and determine 
that approval (1) of the sale, transfer, 
and exchange of certain facilities, from 
each applicant to the other, and (2) 
the attendant discontinuance of service 


by each company in the territory af- 
fected by the sale, transfer, and ex- 
change of facilities, is necessary or 
proper for the service, accommodation, 
and convenience of the public, and that 
a certificate of public convenience 
should issue evidencing our approval 
of the matter ; therefore, 

It is ordered: 

1. That the instant application be 
and is hereby approved. 

2. That a certificate of public con- 
venience issue in evidence of such ap- 
proval, subject to the following con- 
ditions : 

(a) That jurisdiction be and is 
hereby reserved by the Commission in 
the matter of the accounting entries to 
be made by Commonwealth Telephone 
Company and North-Eastern Penn- 
sylvania Telephone Company in con- 
nection with the acquisition and uni- 
fication; and that, within thirty days 
from the consummation of said acqui- 
sition and unification, Commonwealth 
Telephone Company and North-East- 
ern Pennsylvania Telephone Company 
submit to us copies of the accounting 
entries which each proposes to make. 

(b) That the approval hereby given 
is not to be understood as requiring 
the Commission, in any proceedings 
brought before it for any purpose, to 
fix a valuation on said property equal 
to the consideration to be paid there- 
for, or as requiring the Commission to 
prescribe rates for service sufficient to 
earn a return on said consideration. 
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FEDERAL POWER COMMISSION 


Re Tennessee Gas & Transmission 


Company 


May 13, 1947 


ONSIDERATION of tentative rate schedule filed by pipe-line 
é company covering sale of natural gas; schedule approved 
as amended. 


Rates, § 302 — Tax and price adjustment clauses. 


Tax and price adjustment clauses providing that the purchaser of gas shall 
reimburse a pipe-line company in an amount equal to future sales taxes 
and that either party may apply to the Federal Power Commission or other 
body having jurisdiction for an increase or decrease in the price of gas, 
dependent on a variation in the Federal Bureau of Labor’s Statistical Index 
of Wholesale Prices of All Commodities, are irrelevant and unnecessary in 
the rate schedule and are contrary to the terms of an order specifying a 


certain maximum rate. 


By the Commission: It appearing 
to the Commission that : 

(a) By order dated December 2, 
1946, in Re Tennessee Gas & Trans- 
mission Co. (“Tennessee”), Docket 
No. G—824, the Commission issued a 
temporary certificate of public con- 
venience and necessity to Tennessee 
authorizing said company to lease and 
operate the “Big Inch” and “Little 
Big Inch” pipe lines, and construct the 
facilities necessary to interconnect its 
system with such pipe lines, for the 
transportation and sale of natural gas 
in interstate commerce. 

(b) The issuance of such certificate 
and exercise of the rights granted 
thereunder, were upon the following 
condition, inter alia, contained in para- 
graph (B) of the order of December 
2, 1946: “Applicant [Tennessee] 
shall deliver natural gas transported 
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through the facilities described above 
[the pipe lines and other facilities here- 
inbefore referred to] at the points, to 
the persons, and in such volumes as 
may from time to time be prescribed 
by this Commission at a rate not to 
exceed 23 cents per thousand cubic feet 
at a pressure base of 15.025 absolute.” 

(c) On March 31, 1947, Tennessee 
tendered for filing an agreement with 
the Louisville Gas and Electric Com- 
pany for the sale and delivery of nat- 
ural gas made available from the “Big 
Inch” and “Little Big Inch” pipe lines 
in quantities and for the period of time 
therein specified. The contract has 
been tentatively designated Rate 
Schedule F. P. C. No. 23, and is to 
be effective as of January 1, 1947. 

(d) The tentative rate schedule 
provides that purchaser shall pay to 
Tennessee 23 cents per thousand cubic 
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RE TENNESSEE GAS & TRANSMISSION CO. 


feet, at a pressure base of 15.025 
pounds per square inch, for all natural 
gas delivered under such contract ; that 
the purchaser shall reimburse Tennes- 
see in an amount equal to any future 
sales tax levied by the United States 
or the states specified in such contract 
or any political subdivisions thereof, on 
or in respect of, sales of natural gas un- 
der such contract, if and to the extent 
any such sales tax shall be actually paid 
by Tennessee; and that the purchaser 
shall pay Tennessee three-fourths of 
the amount, if any, of certain addi- 
tional taxes, specifically defined in said 
contract, which Tennessee may be re- 
quired to pay on or in respect of sales 
of natural gas under the contract. The 
specific provisions setting forth such 
tax adjustments are contained in Art 
3, subparagraphs 2 and 3 of the con- 
tract; and the definitions and billing 
arrangements relating thereto are con- 
tained in paragraph 9 of § 1 and in 
paragraph 3 of § 5 of the “Definitions, 
General and Operating Terms and 
Conditions” attached to and made a 
part of the contract. 

(e) The tentative rate schedule fur- 
ther provides that Tennessee or the 
purchaser may respectively apply to 
the Federal Power Commission or any 
other body or court having jurisdic- 
tion for an increase or decrease in the 
price of gas in the event that the Fed- 
eral Bureau of Labor’s Statistical In- 
dex of Wholesale Prices of All Com- 
modities varies by certain specified 
amounts from a specified base level. 


Such provision, entitled “Price Ad- 
justment,” is contained in § 16 of the 
“Definitions, General and Operating 
Terms and Conditions.” 

The Commission finds that: The 
Tax and Price Adjustment clauses 
contained in the tentative rate sched- 
ule, as identified in paragraphs (d) and 
(e) above, are irrelevant and unneces- 
sary in the rate schedule filed with this 
Commission providing for the trans- 
portation and sale of natural gas in in- 
terstate commerce ; and are contrary to 
and violate the terms and conditions of 
the Commission’s order of December 
2, 1946, in that they provide for a pos- 
sible rate in excess of 23 cents per 
thousand cubic feet. 

The Commission orders that: (A) 
The provisions specified in paragraphs 
(d) and (e) above relating to tax and 
price adjustments be and they are here- 
by stricken from said tentative rate 
schedules and shall be of no force and 
effect. 

(B) Tennessee Gas and Transmis- 
sion Company’s tentative rate sched- 
ule, as amended by paragraph (A) of 
this order, be and it hereby is allowed 
to take effect as of the date requested. 

(C) Nothing in this order shall be 
construed as denying to either pur- 
chaser or Tennessee the right of apply- 
ing to this Commission for any in- 
crease or decrease in the price of gas 
established in this schedule for any rea- 
son whatsoever or at any time in ac- 
cordance with the Commission’s reg- 
ulations under the Natural Gas Act. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Central New York Power Corporation 


Cases 12323, 12845 
May 14, 1947 


ETITION for authority to supply straight natural gas in por- 
P tion of franchise territory; granted subject to conditions. 


Service, § 332 — Gas — Change to straight natural. 
Authority was granted for a change-over by a gas company to supply 
straight natural gas, or a mixture of natural gas and carburetted water gas 
of 1,000 stu or more, upon a showing that an increase in demand for gas 
had taxed the capacity of the company to serve its residential and commercial 
customers and that a change to straight natural gas of higher stu content 
would increase the capacity of distribution mains by 20 per cent. 


Service, § 146 — Curtailment — Industrial gas customers — Shortage of supply. 


Discussion of curtailment of gas service under contracts with industrial 
consumers when necessary to maintain service to domestic consumers, p. 58. 


APPEARANCES: Philip Halpern, 
Counsel, by Laurence J. Olmsted, 
Assistant Counsel, for the Public Serv- 
ice Commission ; LeBoeuf & Lamb, by 
Lauman Martin and James O’Malley, 
Jr., New York city, Attorneys, for 
New York Central Power Corpora- 
tion; Lyle Hornbeck, Syracuse, Cor- 
poration Counsel, for the city of Syra- 
cuse, by Dwight C. Dale, Assistant 
Corporation Counsel; Bond, Schoe- 
neck & King, by George Bond, Jr., 
Syracuse, Attorneys, for Onondaga 
Pottery Company, Pass & Seymour, 
Inc., Haberle Congress Brewing Com- 
pany, Syracuse Chilled Plow Com- 
pany, Inc.; Mackenzie, Smith & 
Michell, by William L. Broad, Syra- 
cuse, Attorneys, for Crucible Steel 
Company of America and New Proc- 
ess Gear Corporation; Francis L. Mc- 
Elroy and Gordon H. Mahley, Syra- 
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cuse, Attorneys, for Syracuse Coal Ex- 
change, Inc., and others; Tom J. Mc- 
Grath, Washington, D. C., of Counsel 
for Syracuse Coal Exchange, Inc.; 
W. Chase Young, Syracuse, for Syra- 
cuse Suburban Gas Company. 


BREWSTER, Commissioner: An or- 
der was adopted on January 24, 1947, 
which authorized the Central New 
York Power Corporation to supply 
straight natural gas in the portion of 
its franchise territory described in the 
amended petition dated November 29, 
1946, as the Syracuse-Oswego Divi- 
sion. 

The testimony and exhibits which 
led to this order are discussed in my 
memorandum dated January 17, 1947. 
The facts therein set forth will not be 
restated herein. 

Subsequent to the adoption of the 





‘og 
ce = 


+e ee nym omteS cw 2 


nn Zs ~~ 4 fF tO hUrMDhhlUlCUOrO UK hlhUCL AH OOS 


RE CENTRAL NEW YORK POWER CORP. 


order, six of the company’s twelve in- 
dustrial consumers petitioned for a re- 
hearing. New Process Gas Corpora- 
tion, one of the petitioners, subse- 
quently withdrew. These consumers 
are presently served with straight nat- 
ural gas. For reasons set forth in 
my memorandum, dated February 11, 
1947, I recommended that a rehearing 
be granted and an order was adopted 
on February 18, 1947, providing for 
a rehearing at Syracuse on February 
25, 1947. On that date and dur- 
ing three days in March about four 
hundred pages of testimony were 
taken and fifteen exhibits were re- 
ceived. 

I stated at S. M. 312 that the ques- 
tion to be considered on the rehearing 
was whether the Commission should 
continue its approval of the change- 
over to straight natural gas. 

The Central New York Power Cor- 
poration, hereinafter referred to as 
the Power Corporation, purchases its 
supply of natural gas from the New 
York State Natural Gas Corporation 
under a contract which runs to Novem- 
ber, 1964, by the terms of which the 
supplying company agrees to deliver 
to the Power Corporation all the nat- 
ural gas necessary to meet the require- 
ments of its residential and commercial 
customers. The contract further pro- 
vides that service of straight natural 
gas to the twelve large industrial cus- 
tomers can be curtailed at any time 
the supplying company deems neces- 
sary. 

Central New York produced testi- 
mony as to the advisability of straight 
natural gas operation through two 
witnesses, John T. Kimball, vice pres- 
ident and director of the Central New 
York Power Corporation, and Edward 


M. Borger, president of the New York 
State Natural Gas Corporation. 

Mr. Kimball, who had previously 
testified, stated that he had given fur- 
ther consideration to the problems 
incident to conversion to straight nat- 
ural gas operation and that authoriza- 
tion for the change-over was most de- 
sirable under prevailing conditions. 

Mr. Kimball testified that it was 
his firm opinion that the safety and 
adequacy of supply for domestic and 
commercial customers in the Syracuse- 
Oswego Division would be better un- 
der conversion to straight natural gas 
than is the present situation. Present 
distribution difficulties arise from the 
great increase in the number of house- 
heating customers. The number of 
house-heating customers increased 
from 3,300 at December 31, 1945, to 
8,700 at January 31, 1947. The prin- 
cipal reasons for change-over to 
straight natural gas set forth by Mr. 
Kimball follow : 

1. The increase in the heating value 
of the mixed gas from 875 stu to 950 
BTU which is now in effect resulted in 
an increase of 8.6 per cent in the capac- 
ity of the mixed gas transmission and 
distribution lines of the company in 
the Syracuse-Oswego Division. Au- 
thorization to change to straight nat- 
ural gas will result in an additional in- 
crease in distribution line capacity of 
11.4 per cent or a total increase of 20 
per cent over operation with 875 Btu 
gas. 

2. The transmission line from 
Therm City to the eastern edge of 
Syracuse, which the company proposes 
to build if permitted to change over 
to straight natural gas operation, will 
provide an additional source of supply 
to the Syracuse distribution system 
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and will enable delivery of more gas 
on peak days than is possible with the 
present connection whereby all mixed 
gas for the city distribution system 
originates at the Hiawatha plant. The 
two sources of supply to the Syracuse 
distribution system will enable mainte- 
nance of the necessary distribution 
pressure which may not be possible 
without change-over to natural gas. 
The proposed line will obviate the con- 
struction of mixed gas transmission 
lines within the city in the near future. 
Although no firm bids had been re- 
ceived for the necessary pipe the wit- 
ness was of the opinion that it would 
be secured in time for installation be- 
fore next winter. The cost of the line 
is estimated to be either $550,000 or 
$750,000. The latter estimate con- 
templates constructing a line of suffi- 
cient size so that gas may be ultimately 


supplied to Utica. 
3. Existing storage facilities will be 
more effective under straight natural 


gas operation than at present. There 
is a 1,300,000-cubic foot holder at 
Oswego and a 5,000,000-cubic foot 
holder at Fulton street, Syracuse, in 
which mixed gas is presently stored. 
There is also a 6,000,000-cubic foot 
holder at the Hiawatha plant which is 
used to store low BTU manufactured 
gas prior to mixing with natural gas. 
The storage of natural gas in these 
holders would provide a substantial 
addition to the therms immediately 
available in case of emergency. In the 
instance of the Hiawatha holder it 
amounts to an addition of substantially 
60,000 therms as the low BTU gas now 
stored at this holder is not directly 
usable in the distribution system. 

4. Operation with straight natural 
gas would permit more effective use of 
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manufacturing facilities on peak loads, 
Portions of the coal gas plant are from 
nine to twenty years old. The capacity 
of the coal gas manufacturing plant 
which produces 520 and 570 stu gas 
has declined from about 19,500 to 15,- 
000 therms a day since April, 1946, 
To rehabilitate the older portion which 
is in need of repair would cost sub- 
stantially more than $450,000. If 
authorized to distribute straight nat- 
ural gas the company proposes to 
abandon the coal gas plant. 


The water gas plant was constructed 
in 1941 or 1942 at a cost of approxi- 
mately $1,250,000. This plant has 
never been operated at its full capac- 
ity. Under mixed gas operation the 
water gas plant is operated at a low 
capacity, 25,000 therms per day to 
produce a low BTU gas so that when 
mixed with 1,050 stu natural gas the 
resultant mixed gas has a heating value 
of 875 or 950 Bru. As regularly op- 
erated at present the water gas cannot 
be introduced directly into the dis- 
tribution system as the output is nec- 
essary to dilute the high Bru natural 
gas. In an emergency, high Btu wa- 
ter gas can be delivered to Fulton and 
Oswego or the Fulton street holder. 
The witness expressed doubt as to 
the ability of appliances in Fulton and 
Oswego to use this gas without ad- 
justment. The water gas plant can 
produce 60,000 therms per day of 
1,000 stu gas which could be intro- 
duced directly into the distribution sys- 
tem under straight natural gas opera- 
tion. The loss of 13,000 to 14,000 
therms per day of coal gas as a result 
of abandoning the coal gas plant 
would be more than made up by the 
proposed operation of the water gas 
plant. 
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In the event of failure of natural gas 
supply, the 110,000 therms of natural 
gas stored in the holders and the 60,- 
000 therms of production from the 
water gas set would enable the com- 
pany to serve its customers for as 
long as a couple of days whereas under 
mixed gas operation about all that is 
available is the 50,000 therms of gas 
in the Fulton street holder. It is the 
intention of the company to use the 
water gas set to meet peaks and prob- 
ably during the winter season of next 
winter. 

5. Mr. Kimball was unable to give 
an approximation of increased require- 
ments for natural gas as a result of 
change-over to straight natural gas. 
He stated that practically no increase 
would result on peak load as the water 
gas set would be used at such times 
but there might be some increase over 
The change in 


the period of a year. 
natural gas requirement would depend 
on the extent that the water gas set 
was utilized which in turn would de- 
pend on the availability of natural gas 


during the winter season. The wit- 
ness stated that had straight natural 
gas been distributed instead of 875 Bru 
gas in the period May 1, 1946, to 
November 30, 1946, 17 per cent 
more natural gas would have been 
used. Mr. Kimball submitted an es- 
timate which showed that 950 stu 
gas could have been produced in the 
same period by a mixture composed of 
8 per cent coal gas, 1 per cent water 
gas, and 91 per cent natural gas. It 
appears that the requirements of the 
mixed gas customers during this pe- 
riod could have been supplied with 
straight natural gas by purchasing 9 
per cent more natural gas than would 


have been necessary for 950 Btu op- 
eration. 

Mr. Kimball submitted Exhibit 12 
which set forth the consumption in 
therms, present revenue, and proposed 
revenue of the twelve natural gas cus- 
tomers and forty of the larger mixed 
gas customers. The company pro- 
poses to serve all of these customers 
on the basis of the same rules and 
tariffs. The proposed applicable serv- 
ice classification defines an industrial 
consumer as one normally using gas 
at the rate of 120,000 therms or more 
per year for industrial purposes. The 
proposed service classification reserves 
to the company the right to curtail or 
suspend service to industrial consum- 
ers in cases of temporary shortage of 
natural gas or at any time when its 
facilities are required for service to 
other consumers. 

The effect of the proposed service 
classification is to make nine of the 
mixed gas customers subject to cur- 
tailment upon change-over to straight 
natural gas operation. The contract 
in effect between Central New York 
Power Corporation and New York 
State Natural Gas Company contains 
provisions for the elimination of in- 
dustrial customers on certain con- 
tingencies. For the purpose of apply- 
ing this provision, the contracting 
companies have agreed that an indus- 
trial customer shall be defined as one 
using 120,000 therms per year for in- 
dustrial use. The nine mixed gas 
customers subject to the curtailment 
provision if the change-over to straight 
natural gas is permitted have been 
individually advised of the proposed 
change. 

Mr. Borger testified that he was 
president of the New York State Nat- 
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ural Gas Corporation and a director of 
the parent company, Consolidated Nat- 
ural Gas Company. 

New York State Natural Gas Cor- 
poration is owned 100 per cent by 
Consolidated Natural Gas Company. 
The latter also owns the River Gas 
Company of Marietta, Ohio, East 
Ohio Gas Company, Peoples Natural 
Gas Company (Penna.), and Hope 
Natural Gas Company (W. Va.) 

New York State Natural Gas Cor- 
poration produces and purchases small 
quantities of natural gas in northern 
Pennsylvania and southern New York. 
It purchases most of its requirements 
from its affiliate, Hope Natural Gas 
Company. Hope Natural Gas Com- 


pany produces and purchases some gas 
in West Virginia and purchases gas 
from the Tennessee Gas and Trans- 
mission Company which operates a 


transmission line extending from 
Texas to southern West Virginia. 
Hope Natural Gas Company is under 
contract to supply New York State 
Natural Gas Corporation with.a maxi- 
mum of 24,500,000 thousand cubic 
feet for the year 1947. Gas received 
from Hope Natural Gas Company is 
delivered ~at the Pennsylvania-West 
Virginia state line. A portion of 1947 
purchase will be delivered through the 
Big Inch Line. 

New York State Natural Gas Cor- 
poration has a 12-inch, high-pressure 
line which extends from the West 
Virginia-Pennsylvania state line to 
Potter county, Pennsylvania, where it 
connects with a system of lines one of 
which extends to Syracuse. A storage 
pool in Tioga county, Pennsylvania, 
is connected to the system. An ap- 
plication is before the Federal Power 
Commission for authority to loop por- 
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tions of the main transmission line 
which will increase its daily capacity 
from 65,000 thousand cubic feet to 90,- 
000 thousand cubic feet and to install 
additional compressors at the storage 
pool which will increase the pressure in 
the pool from 500 pounds to 850 
pounds. At this latter pressure the 
capacity of the pool is 8,500,000 
thousand cubic feet. 

Mr. Borger stated that the gas 
shortage in the Appalachian area was 
of temporary nature and was caused 
by lack of pipe to construct additional 
transmission facilities both from pro- 
ducing fields in West Virginia and 
from points in Texas where there are 
large volumes of gas available for pur- 
chase. The witness was certain that 
his company could meet their con- 
tractual commitments with the Central 
New York Power Corporation under 
the January, 1945, contract as amend- 
ed, even if the proposed construction 
was not in operation. 

The witness testified that he expect- 
ed that curtailments of industrial use 
of gas during the winter of 1947-1948 
would be as bad or worse than during 
the winter of 1946-1947. He stated 
that other companies in the Consoli- 
dated system, the Peoples Natural Gas 
Company and the East Ohio Gas Com- 
pany, curtailed the use of industrial 
gas on a basis similar to that imposed 
by New York State Natural Gas Cor- 
poration on the territory of Central 
New York Power Corporation served 
with natural gas. 

Mr. Borger stated that he would not 
agree to a modification of the existing 
contract to provide that New York 
State Natural Gas Corporation would 
furnish natural gas for industrial con- 
sumers on a noncurtailable basis up to 
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the extent that natural gas would be 
made available as a result of the Pow- 
er Corporation returning to a heat- 
ing value of 875 BTU or remaining at 
950 stu. He stated that such a sav- 
ing was not a saving which could be 
reflected directly on a peak day to the 
extent that he could be sure that it 
would not be necessary to curtail in- 
dustrial customers over the entire sys- 
tem to take care of domestic customers 
over the entire system. 

Mr. Borger presented Exhibit 13 
which sets forth the natural gas re- 
quirements and supply of New York 
State Natural Gas Corporation for 
the years 1945-1947 and peak days 
1946-1947 and 1947-1948. Sales and 
supply for 1947 and peaks for 1947- 
1948 were estimates based on informa- 
tion secured from customers. 

Exhibit 13 lists fifteen customers of 
New York State Natural Gas Corpora- 
tion for the years 1946 and 1947. All 
contracts for sale of gas run to Novem- 
ber 1, 1964, which is coincident with 
the terminal date of the contract be- 
tween New York State Natural Gas 
Company and Hope Natural Gas Com- 
pany and of the contract between the 
latter company and Tennessee Gas 
and Transmission Company. Total re- 
quirements for 1946 were 17,818,293 
thousand cubic feet. The estimated 
requirements for 1947 are 27, 170,922 
thousand cubic feet. However, ac- 
cording to Exhibit 13 the company will 
have a deficiency in supply of 376,- 
839 thousand cubic feet, and will re- 
duce the deliveries in 1947 by this 
amount. 

Exhibit 13 shows the peak day for 
1946-1947 as 100,855 thousand cubic 
feet and the estimated peak for 1947- 
1948 as 116,749 thousand cubic feet. 


The portions of the peaks attributed 
to the Power Corporation are 27,- 
514 thousand cubic feet in 1946-1947, 
and 32,000 thousand cubic feet in 
1947-1948. The latter figure reflects 
the assumption of limited addition of 
house-heating customers and avail- 
ability of 60,000 therms of high stu 
gas from the water gas plant. 

In response to a question as to the 
desirability of changing over to 
straight natural gas immediately rath- 
er than at a later date, the witness 
stated that he did not see why the 
change-over should not be made im- 
mediately as the additional volume of 
gas would be relatively small in com- 
parison with the total requirement of 
New York State Natural Gas Corpo- 
ration or the total reserves in the 
United States. 

Mr. Leon E. Hall testified for the 
Syracuse Chilled Plow Company, Inc. 
The witness is employed as factory 
superintendent. The company has 
used straight natural gas since 1936 
and has been subject to a curtailable 
contract since 1942. The company 
uses about 30,000 therms per month 
and has no standby equipment avail- 
able. Curtailment has not interfered 
seriously with production until the 
present time. He was advised during 
February, 1947, by a representative 
of Central New York Power Corpora- 
tion that the company should provide 
standby equipment, as curtailment next 
winter would probably be greater than 
this winter. If heat-treating opera- 
tions are moved to another company 
plant it would necessitate the discharge 
of twenty-five to thirty employees. 
During February and March, 1947, 
production was reduced and thirteen 
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employees laid off.. The payroll loss 
amounted to about $600 per week. 
Crucible Steel Company of America 
produced four witnesses. Mr. Ken- 
neth W. Mace, combustion engineer, 
at the Halcomb plant testified that 
various types of fine steels were pro- 
duced at the plant which required heat 
treatment in the processing. The com- 
pany uses natural gas purchased from 
Central New York Power Corpora- 
tion, producer gas manufactured at the 
Halcomb plant, coal and electric power 
for heat treating. The company pur- 
chased 7,100,000 therms of natural gas 
in 1945 and 7,558,000 therms in 1946. 
The purchases represent about 56 per 
cent of the total gaseous fuel used. 
The maximum monthly purchase did 
not exceed 800,000 therms. Nine ad- 


ditional gas producers would be re- 
quired to replace the purchased natural 


gas with producer gas. The first four 
machines could be obtained in approxi- 
mately eight months time and one ma- 
chine per month thereafter or a total 
delivery time of thirteen months. De- 
livery difficulties with accessories 
might increase the period required to 
change the plant over to producer gas 
operation to eighteen months. The 
estimated cost of the work is $570,000. 

R. Schempff, assistant manager of 
the Halcomb plant, testified that the 
company preferred to purchase natural 
gas rather than to change over to pro- 
ducer gas. If the change-over was 
made the company would discontinue 
purchases of natural gas. The com- 
pany would prefer to have the proposed 
change-over of domestic and com- 
mercial customers of Central New 
York Power Corporation delayed so 
as to allow sufficient time to equip the 
Halcomb plant to fully take care of de- 
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mands within the plant. The Halcomb 
plant has purchased natural gas since 
1934. The contract with Central New 
York Power Corporation has been on 
an interruptible basis since 1940 but 
experienced no interruption until the 
winter of 1946-1947. Crucible Steel 
Company of America has two other 
plants in the Syracuse area, the Emer- 
son Works which is being discontinued 
and the Sanderson Works which is a 
processing plant. Mr. Schempff of- 
fered Exhibit 23, a letter dated Sep- 
tember 26, 1945, to W. K. Lowe, chief 
engineer, of Crucible Steel Company of 
America from Ralph L. Manier of the 
Power Corporation which advised 
Crucible that the New York State 
Natural Gas Corporation had consent- 
ed to the sale of a maximum of 1,631,- 
500 therms. The limit had been in- 
creased previously from 800,000 
therms to 1,000,000 therms. Under 
cross-examination Mr. Schempff ad- 
mitted that he understood that the 
gas service obtained by his company 
throughout the period during which 
gas was taken had been on an inter- 
ruptible basis. 

William J. Lyons, chief cost ac- 
countant of the Syracuse district of 
Crucible Steel Company of America 
offered Exhibit 22. The exhibit shows 
man-hours, wages, and revenue losses 
due to gas curtailment. The man- 
hours lost on account of curtailment 
were secured by the witness from per- 
sons in charge of production. He as- 
certained the average hourly wage of 
the employees who have been laid off 
from company records and therewith 
computed the total wages lost. Ac- 
cording to the company’s records, 
180,000 direct labor man-hours are 
required to produce 2,500 tons of steel. 
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This amounts to a production of 
01388 tons per direct labor man- 
hours. On this basis the total hours 
lost, 37,232, is equivalent to a loss 
of 515.44 finished tons which multi- 
plied by the average selling price of 
all types of steel produced by the Hal- 
comb plant, $600, amounts to a loss 
in revenue of $309,264 in the period 
February 5th to March 6th. 

William G. Slack, assistant to the 
manager of the Halcomb plant, testi- 
fied that he did not believe that the 
Halcomb plant could be converted so 
as to receive and use mixed gas by next 
winter. 

The Syracuse Coal Exchange, Inc., 
recalled Mr. Patton who testified as 
to the average daily temperature in the 
city of Syracuse as shown by records 
of the United States Department of 
Commerce Weather Bureau. He 


stated that, according to the reports 
issued by that bureau, the winter of 
1946-1947 was a warmer winter than 


normal. 

Counsel for the Syracuse Coal Ex- 
change, Inc., cross-examined the wit- 
nesses produced by Central New York 
Power Corporation. During the 
course of this cross-examination, 
counsel for the Syracuse Coal Ex- 
change, Inc., introduced as exhibits 
various documents relating to matters 
before the Federal Power Commission 
and a graph purporting to show in- 
creased requirements for southwest- 
ern natural gas for the Appalachian 
area, 


Discussion 

Is the change-over from mixed gas 
to straight natural gas in the public 
interest ? 

The record shows that there has 


been such an increase in the demand 
for gas in the Syracuse-Oswego area 
of the Power Corporation that the 
capacity of the company to serve its 
residential and commercial customers 
is seriously threatened. Distribution 
mains of the company are taxed to 
their full capacity and the management 
of the company is seriously concerned 
as to its ability to maintain pressure 
in some portions of the territory af- 
fected. Mr. Kimball testified that by 
the change to straight natural gas of 
higher Btu the capacity of the dis- 
tribution mains to serve the customers 
on these lines would be increased by 
20 per cent over the capacity of these 
mains to deliver their customers re- 
quirements with 875 stu gas. If ap- 
proval is given to change to straight 
natural gas the company would con- 
struct a new transmission main from 
Therm City to east of the Syracuse 
city line and place this gas in the dis- 
tribution mains in the eastern section, 
thereby relieving the mains extending 
from Hiawatha boulevard. 

The record shows that with straight 
natural gas the company would have 
full use of its gas holders for storage 
purposes and could supplement the 
supply of natural gas by 60,000 therms 
per day of water gas of 1,000 Bru, 
and that this would enable the com- 
pany to carry on service to its resi- 
dential and commercial consumers for 
a period of two days, in event of a 
shortage of natural gas. 

Mr. John T. Kimball, a vice pres- 
ident of the Power Corporation, who 
must be considered as a responsible 
witness, testified that if the change to 
straight natural gas is approved, the 
company would, he believed, be able 
to meet all of the requirements of the 
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present residential and commercial 
customers including space-heating con- 
sumers, but that if approval is not 
granted and the company is required to 
serve 875 stu or 950 Btu he had doubt 
as to the ability of the company to 
maintain pressures and meet customer 
requirements. 

It is unfortunate and greatly to 
be regretted that the use of straight 
natural gas by the twelve large in- 
dustrial customers was curtailed dur- 
ing the early months of this year with 
the resulting loss in production, and 
the necessity of laying off employ- 
ees. 

Such curtailment should not be re- 
quired by the supplying company ex- 
cept as a necessary measure to main- 
tain service to domestic consumers in 
the state of New York. However, 
the contracts of these industrial con- 


sumers under which they purchase 
gas contain specific provision permit- 


ting such curtailment. It appears 
from the record that curtailment in 
the amount of gas taken by these in- 
dustrial customers may be as severe 
and possibly more so in the early 
months of 1948. Mr. Borger stated 
in the record that he would not agree 
to a modification of the existing con- 
tract to provide that New York State 
Natural Gas Corporation would fur- 
nish natural gas for industrial con- 
sumers on a noncurtailment basis up 
to the extent that natural gas would 
be made available as a result of the 
Power Corporation returning to a 
heating value of 875 Bru. He stated 
that such a saving was not a saving 
which could be reflected directly on a 
peak day to the extent he could be 
sure that it would not be necessary to 
curtail industrial customers over the 
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entire system to take care of domestic 
customers over,the entire system. At- 
torneys for the Crucible Steel Com. 
pany of America, in their brief, re- 
quest the Commission to take all steps 
within its power and jurisdiction to 
compel the New York State Natural 
Gas Corporation to amend its contract 
in this respect. 

I doubt if these industrial customers 
question that sound public policy ob- 
ligates the Commission, the New York 
State Natural Gas Corporation, and 
the Power Corporation to first provide 
sufficient gas for domestic use before 
providing gas for industrial use. That 
policy does not relieve the supplying 
company from doing all in its power 
to meet the requirements of industrial 
consumers but in event of a shortage 
in gas the needs of domestic consum- 
ers must come first. 

As to the opposition presented by 
the Syracuse Coal Exchange. The 
great increase in the demand for 
residential house heating by gas has 
been caused more by the very substan- 
tial increase in the cost of coal and the 
fear of the public that strikes in the 
mines might prevent obtaining coal 
than by the Btu content of the gas 
supplied. The demand for space heat- 
ing grew when the company was fur- 
nishing 875 stu and has continued 
with 950 stu. The company has not 
received final approval of the change 
to straight natural gas but it has filed 
with the Commission as a part of the 
general information provisions of its 
gas schedules, a provision restricting 
the taking on of new space-heating 
consumers after March 24, 1947, and 
continuing to May 1, 1948. The 
change to straight natural gas in place 
of mixed gas will not add materially 
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to the injury already suffered by the 
coal industry. 

The recommendation herein made 
would not be submitted if it would 
result in the use of more natural gas 
during peak periods than required for 
mixed gas of 875 or 950 Bru per 
cubic foot. The testimony shows that 
the change recommended would re- 
sult in the actual use of less natural 
gas in peak periods as appears from 
the following computation. 

For the first eleven months of 1946, 
the total gas send-out of 30,864,919 
therms of 875 Btu gas was made up 
of 25,442,356 therms or 82.5 per cent 
of natural gas and 5,422,563 therms 
or 17.5 per cent of manufactured gas. 
Based on this ratio, the natural gas 
requirements to meet the maximum 
1947-1948 day requirement of 382,- 
000 therms, as estimated by Mr. Kim- 
ball, would require 82.5 per cent or 
315,150 therms of natural gas. With 
a mixture of natural gas and 1,000 
BTU carburetted water gas, and as- 
suming that the maximum daily re- 
quirement of 382,000 therms would 
occur on three consecutive days, the 
daily peak could be carried by the 
use of 298,300 therms of natural gas, 
the balance of 83,700 therms being 
made up as follows: 


Carburetted water gas, 1000 sru 60,000 therms 

One-third of storage capacity of 
Hiawatha Blvd. holder, 1000 
BTU gas 

One-third of additional storage 
in holders at Fulton St. and 
Oswego, 1050 stu gas instead 
of 875 stu 


20,000 therms 


3,700 therms 


83,700 therms 


Conclusion and Recommendation 

I recommend that the order granted 
January 24, 1947, which authorizes 
Central New York Power Corporation 


to supply straight natural gas in those 
portions of its franchise territory 
specified in the petition (Syracuse- 
Oswego division) be amended to au- 
thorize the company to supply straight 
natural gas, or a mixture of natural 
gas and carburetted water gas of 
1,000 stu, or more, in the Syracuse- 
Oswego division of the company. The 
order of approval to contain the pro- 
vision that such approval is granted 
upon the express condition that when 
required by this Commission to do so, 
the Central New York Power Corpo- 
ration shall start full capacity opera- 
tion of its water gas plant located at 
Syracuse for the production of gas 
having a BTU content of not less than 
1,000 stu per cubic foot and to use 
the same together with natural gas 
for distribution to its consumers. 
The deficiency in the supply of nat- 
ural gas to communities in the state 
of New York which existed in the 
past winter and which it appears will 
take place next winter has received 
the thorough investigation and con- 
sideration of this Commission. The 
report of Mr. Willard F. Hine, con- 
sulting engineer, and Mr. Ralph H. 
Nexsen, chief power engineer, dated 
May 14, 1947, relative to the change 
to natural gas in the Syracuse-Oswego 
area as herein discussed, indicates 
that the program here proposed to dis- 
tribute gas of 1,000 stu or more and 
to operate the water gas plant at 
Syracuse for the production of 1,000 
BTU gas at all times required, will re- 
sult in conserving natural gas when 
needed in other communities and aid 
in reducing the deficiency in natural 
gas in other areas. 
The order so conditioned will be a 
great help in maintaining pressufes 
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and rendering proper gas service to 
the consumers of Central New York 
Power Corporation, which might not 
be possible otherwise, and do so with- 


out impairment of the ability of the 
New York State Natural Gas Corpo- 
ration to supply natural gas to other 
communities in New York state. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Triple Cities Airways, T.C.A., 


Incorporated 


Application Docket No. 67526, Folders 2, 3, 4 and 5 
May 27, 1947 


PPLICATION of airline company for authority to operate as a 
l \ common carrier; limited approval granted. 


Certificates of convenience and necessity, § 101.2 — Air carrier 


to proven need. 


Authority limited 


Approval of an air carrier’s application to render an extensive scheduled 
service will not be granted where approval would require the issuance of 
an order going far beyond the territorial limits of the proofs. 


By the Commission: These mat- 
ters come before us upon applications 
of Triple Cities Airways, T.C.A., Inc., 
a proposed corporation, for our ap- 
proval of the beginning of the right and 
privilege of operating aircraft as a 
common carrier, under Folder 2 for 
the transportation of persons in char- 
ter service between any airports ; under 
Folder 3 for the transportation of prop- 
erty in charter service between any 
airports ; under Folder 4 for the trans- 
portation of persons on scheduled serv- 
ice over specified routes; and under 
Folder 5 for the transportation of 
property on scheduled service over 
specified routes. 

The applicant is concurrently at A. 
67526, Folder 1, seeking approval of 
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its incorporation, organization, and 
creation. 

At the public hearing in the instant 
proceedings, a witness for the appli- 
cant, a member of the proposed corpo- 
ration, testified that he is the principal 
stockholder of the present Chemung 
Valley Flying Service, Inc., the latter 
owner of an airport in Athens town- 
ship, Bradford county, licensed No. 
192 Commercial (the proposed base of 
operations in the instant proceedings), 
where students are instructed, aircraft 
are sold and repaired, and landing fa- 
cilities and refueling service provided 
for others. The witness further tes- 
tified that he is a licensed pilot and has 
transported persons and property in 
interstate commerce for the past three 
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years, and further concerning the de- 
mand and need for the proposed serv- 
ice. 

The witness further testified that the 
said present flying service possesses, 
and proposes initially to use, the fol- 
lowing planes in providing the pro- 
posed service : 


Year 
Name Model Number Capacity 
Aeronca 1 Two-place 
Ercoupe Two-place 
Stearman 
Cessna 
Cessna 


Two-place 
Four-place 
Five-place 
Two-place 

The witness further testified that the 
planes in the above tabulation are pres- 
ently in use; that other planes are on 
order, and that it is proposed to trans- 
fer the titles of this equipment to the 
applicant upon our approval of its con- 
current application at Folder 1 for in- 
corporation, organization, and crea- 
tion. The witness stated that the ap- 
plicant has complied with all the re- 
quirements of the Civil Aeronautics 
Board and Pennsylvania Aeronautics 
Commission which have issued to it 
the proper certificates, and that the ap- 
plicant is prepared to begin service im- 
mediately upon our approval of the in- 
stant applications. 

Five witnesses for the applicant, rep- 
resenting various enterprises, testified 
concerning the need for and in favor 
of the proposed service. The witnesses 
have used the applicant’s charter serv- 
ice for interstate transportation, and 
testified to the effect that service as 
contemplated by the pending intrastate 
applications would be an accommoda- 
tion and convenience to them personal- 
ly, or to the business concerns which 
they represent. 

While this testimony amply sup- 
ports the applications which involve 


charter service, we are not of the opin- 
ion that the applicant has established 
that a need exists for his proposed 
scheduled passenger and freight serv- 
ices. These applications contemplate 
service between (1) Pittsburgh and 
Sayre via State College, Lock Haven, 
Williamsport, and Towanda; (2) 
Sayre and Philadelphia via Towanda, 
Tunkhannock, Wilkes-Barre, and Al- 
lentown; and (3) Philadelphia and 
Pittsburgh via Lancaster, Harrisburg, 
and Altoona, with the right to provide 
service between intermediate points on 
the above routes. 

All of the applicant’s witnesses re- 
side in the Athens-Sayre area and their 
testimony was limited to the service 
requirements of that area. This tes- 
timony was not of such rational pro- 
bative force as to justify a grant of 
such broad rights as are here involved. 
In this regard the Pennsylvania su- 
perior court in Leaman Transp. Corp. 
v. Public Utility Commission (1943) 
153 Pa Super Ct 303, 308, 52 PUR 
NS 414, 417, 33 A2d 721, said: “The 
desirable flexibility in administrative 
procedure does not go so far as to jus- 
tify orders without a basis in evidence 
having rational probative force: Con- 
solidated Edison Co. v. National Labor 
Relations Board (1938) 305 US 197, 
83 Led 126, 26 PUR NS 161, 59S Ct 
206, 217. We have held that the ex- 
tent to which there shall be competi- 
tion in transportation is largely a mat- 
ter of policy committed to the Commis- 
sion by the legislature. John Benkart 
& Sons Co. v. Public Utility Commis- 
sion (1939) 137 Pa Super Ct 13, 31 
PUR NS 451, 7 A2d 588. But neither 
policy, nor discretion resting in the 
Commission can justify an order with- 
out substantial evidence in support of 
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it, establishing not only demands for 
additional service but a need extend- 
ing throughout the area to which the 
order applies.” 

Approval of the extensive scheduled 
service rights which are here sought 
would require issuance of an order go- 
ing far beyond the territorial limits of 
the proofs and therefore will not be 
granted. Kulp v. Public Utility Com- 


mission (1943) 153 Pa Super Ct 379, 
52 PUR NS 419, 33 A2d 724. 

After full consideration of the mat- 
ters and things involved, we find and 
determine that approval of the appli- 
cations at A. 67526, Folders 2 and 3, 
are necessary or proper for the service, 
accommodation, convenience, or safety 
of the public, and that approval of the 
applications at A. 67526, Folders 4 
and 5 should be denied. 





WISCONSIN PUBLIC SERVICE COMMISSION 


John A. 


Cienian 


City of Milwaukee 


2-U-2329 
May 29, 1947 


inact by customer against proposed service discontin- 
4 uance by municipally owned water utility; continuance of 
service ordered. 


Service, § 223 — Contract for water service — Provision as to discontinuance — 


Validity — Public policy. 


1. A provision in a service contract between a municipal water utility and 
a consumer to the effect that either party might cancel the contract on 
ninety days’ written notice is contrary to public policy and without force or 


validity, p. 63. 


Service, § 261 — Discontinuance — Municipal water utility — Residence outside 


city. 


2. The fact that the residence of a customer of a municipally owned water 
utility is beyond city limits and that he has opposed annexation of his prop- 
erty to city territory does not justify the city’s discontinuance of water serv- 
ice even under a provision in the service contract permitting discontinuance 


on notice, p. 64. 


Service, § 121 — Obligation to serve — Validity of time limitation. 
Statement that a public utility may, under certain circumstances, undertake 
to furnish service to a particular customer for a limited and definitely stated 
period and be under no obligation to furnish service for a longer period, 


p. 64. 
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CIENIAN v. CITY OF MILWAUKEE 


By the Commission: This proceed- 
ing was instituted upon complaint of 
John A. Cienian, 3553 South Eleventh 
street, Milwaukee 7th, that the city of 
Milwaukee, as a public water utility, 
had notified him of its intention to dis- 
continue the service of said utility then 
and previously furnished to him at the 
premises constituting his residence at 
the above address. 


APPEARANCES: John A. Cienian, by 
C. R. Dineen, Attorney, Milwaukee, 
by Norman R. Klug; city of Milwau- 
kee Water Works, by Walter J. Mat- 
tison, City Attorney, by Joseph L. 
Bednarek, Assistant City Attorney; 
W. H. Brown, Superintendent of wa- 
ter works (March 6th hearing only). 
Of the Commission staff: P. A. Rey- 
nolds, rates and research department, 
and W. H. Cartright, engineering de- 
partment. 


The premises here involved are sit- 
uated on South Eleventh street in the 
town of Lake, Milwaukee county. The 
center of that street constitutes a 
boundary line of the city of Milwaukee, 
and a main of the city water utility is 
in the street upon which the premises 


here involved abut. Just south of 
those premises is a cemetery which ex- 
tends as far south as Howard avenue. 
And the city boundaries on both the 
east and west sides of the cemetery ex- 
tend to the south beyond Howard ave- 
nue, which is about three-eighths of a 
mile south of complainant’s house. It 
is clear from the record that the moti- 
vating purpose of the city in giving no- 
tice of discontinuance of the service 
here involved was to bring about the 
annexation of a.small area in which 
complainant resides, and which lies be- 
tween South Eleventh street on the 
east and the city limits on the west and 


between the cemetery on the south and 
the city limits on the north; such terri- 
tory comprising less than an acre of 
ground. The city’s utility service is 
presently furnished to two other con- 
sumers other than complainant in this 
area. 

The service of the water utility of 
the city to the then occupant and own- 
er of complainant’s premises was in- 
stituted in July, 1932, and has con- 
tinued to such owners or occupants or 
their successors ever since that date. 
At or prior to the institution of such 
service, the city and the then owner of 
the premises involved entered into a 
contract specifying the terms and con- 
ditions under which the city’s water 
utility service would be furnished at 
those premises. That contract con- 
tained the following provision: “It is 
further mutually understood and 
agreed by and between the parties that 
either party to this contract may ter- 
minate this contract, discontinue the 
water service, and shut off the water 
at any time by giving ninety days’ no- 
tice in writing to the other party of its 
intention so to do.” It is pursuant to 
such provision of the contract that the 
city proposes to discontinue the serv- 
ice which it has been furnishing for 
over fourteen years. 

[1] The issue in this proceeding is 
whether the city of Milwaukee has an 
obligation to continue its existing serv- 
ice to the complainant herein, notwith- 
standing the provision of the contract 
above quoted. The determination of 
that issue must depend upon whether 
such provision of the contract has any 
validity. If it is valid, the city is with- 
in its rights in giving notice of its pur- 
pose to discontinue the service. If the 
provision has no validity, such discon- 
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tinuance of service would be in viola- 
tion of complainant’s rights, regard- 
less of the facts or reasons, as present- 
ed in evidence herein, which prompted 
the giving of the notice of discontin- 
uance by the city. 

The above-quoted provision of the 
contract is without force or validity. 
Any such provision in a contract be- 
tween any city in its capacity as a pub- 
lic utility and its customers is contrary 
to public policy as being violative of 
the fundamental and statutory public 
obligation of the city as a public util- 
ity, to continue any public utility serv- 
ice once it is undertaken, unless the 
abandonment thereof is authorized by 
public authority. Milwaukee v. West 
Allis (1935) 217 Wis 614, 258 NW 
851, 259 NW 724. See §§ 196.03 and 
196.81, Statutes. 

It is doubtless true that a public 
utility may, under certain circum- 
stances, undertake to furnish its serv- 
ice to a particular customer for a limi- 
ted and definitely stated period, and be 
under no obligation to furnish service 
for a longer period. But there must 
be some reason, collateral to the serv- 
ice itself, to justify any such limitation 
upon the undertaking and resulting ob- 
ligation of service thus involved. Fur- 
thermore, such temporary service 
should be provided for in a properly 
filed rule of the rate schedules subject 
to Commission approval. 

[2] The service here involved has 
been continuously furnished for more 
than fourteen years. No facts have 
been shown which justify its discon- 
tinuance or abandonment. The re- 
spondent offered to show that if the 
premises served and some adjacent 


area were annexed to the city, it would 
be in a position to do a good many 
things that it cannot now do, which the 
town of Lake does not or cannot do, 
and which would allegedly be of great 
benefit to many people. It is also 
claimed that as long as the city’s water 
service is furnished to the complain- 
ant, he will be opposed to such annexa- 
tion, and that, in consequence, the city 
is justified in enforcing the provision 
of the contract hereinbefore referred 
to. 

‘ Certainly such considerations afford 
no justification for discontinuance or 
abandonment of the service to the com- 
plainant, even on the theory advanced 
by the city, in the absence of any such 
provision in the contract, and conse- 
quently they cannot be said to validate 
that provision or remove it from the 
category of unenforceable contracts. 

We conclude, therefore, that the pro- 
posed discontinuance of service to the 
complainant is without justification 
and should be prevented. 

The Commission finds: 

That the city of Milwaukee has an 
existing and continuing obligation to 
furnish its water utility service to the 
occupant of the premises known as 
3553 South eleventh street, town of 
Lake, Milwaukee county, presently oc- 
cupied by the complainant John A. 
Cienian; notwithstanding the provi- 
sions of a contract in evidence in this 
proceeding providing for the discon- 
tinuance of such service. 

The Commission therefore con- 
cludes : 

That the city of Milwaukee should 
be required to refrain from discontin- 
uance of such service. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Detroit Edison Wins Award 
For Outstanding Film 


N announcing the winners of its Better Copy 

Contest, the Public Utilities Advertising 
\ssociation recently named “My Dad’s Com- 
pany,” a sound motion picture produced for 
the Detroit Edison Company by The Jam 
Handy Organization, the outstanding entry in 
the film classification. This first award was 
presented recently at the association’s annual 
convention in Detroit. 

“My Dad’s Company” is an institutional pic- 
ture designed to describe the place of the elec- 
tric utility in the community—its contributions, 
achievements, and responsibilities. 


Hotpoint Introduces New Line 
Of Counter Cooking Appliances 


A DRIVE to capture a substantial portion of 
the $100,000,000 market for commercial 
cooking counter appliances, while providing 
electric utility companies with an estimated ad- 
ditional $80,000,000 annual revenue, has been 
announced by Leonard C. Truesdell, vice presi- 
dent of marketing for Hotpoint, Inc., with the 
unveiling of a new matched line of counter 
cooking appliances for sandwich shops, drug 
stores, and other counter restaurants. 
Consisting of five matched appliances that 
can be combined into any arrangement of coun- 
ter cooking units through the use of a patented 
banking strip, the line will be actively pro- 
moted by advertising during the balance of 
1947. Specification sheets, instruction booklet, 
sales manual, a full line broadside, folders on 
individual appliances, demonstration manual, 
and display units will be featured in broad sales 
promotional program. 


Pittsburgh Imo Meter Reaches 
Volume Production 
G 


EORGE H, GLEESON, manager of water 
meter sales for the Pittsburgh Equitable 
Meter Division, Rockwell Manufacturing Com- 
pany, has announced that volume production 
has again been attained in the manufacture of 
the well-known line of Pittsburgh Imo meters. 
Mr. Gleeson explained that Imo meter pro- 
duction was shelved during the war period due 
to the company’s inability to secure the high 
grade materials needed for its construction. 
_ The new Imo Type 2 meter now being made 
is said by company spokesmen to be even su- 


perior in performance to the Type 1 model pro- 
duced before the war. Improvements cited in- 


clude a larger measuring chamber to provide 
increased capacity and rotors of larger diam- 
eter to provide greater driving power at slower 
operating speeds. 


Staud Elected President of 
Illum. Engineering Society 


Re W. Staup is the newly-elected presi- 
dent of the Illuminating Engineering So- 
ciety. He will take office as the 43rd president 
upon the expiration of retiring President G. K. 
Hardacre’s term on October 1, 1947. 
President-elect Staud, an executive of the 
Benjamin Electric Mfg. Company, Des Plaines, 
Illinois, makers of lighting equipment, is a 
well-known figure in the lighting industry. For 
many years, he has been actively identified in 
industry-wide activities relating to the improve- 
ment of practices and the development of 
higher uniform standards for lighting equip- 
ment. He has served the RLM Standard In- 
stitute as its president since 1936. He is a di- 
rector of the Chicago Lighting Institute, vice 
chairman of the 2nd International Lighting 
Exposition and Conference which is to be held 
next November 3rd-7th in Chicago, and a past 
president of the Porcelain Enamel Institute, 
He has also held numerous chairmanships and 
served on many committees in the National 
Electrical Manufacturers Association. 


Has Large Expansion Program 


INNEAPOLIS GAs LicHT COMPANY is in 

the process of converting its gas utility 
system to the distribution of 100 per cent nat- 
ural gas instead of the present mixed gas. The 
total cost of conversion is estimated by the 
company to be approximately $800,000 of which 
$170,000 had been expended by May 31, 1947, 
leaving an estimated $630,000 to be expended 
during the last seven months of 1947. In addi- 
tion, the company estimates that its construc- 
tion program for 1947 will require the ex- 
penditure of approximately $2,150,000, of which 
$1,500,000 will be expended during the last 
seven months of this year. 


A-C Bulletin 


HE essential function of a hot process 

4 water conditioning system is explained and 

diagramed in a new 12-page bulletin released by 

Allis-Chalmers. Included is a description of the 

equipment and an explanation of what it is de- 

signed to do, together with the mechanism of 
its operation. 


Mention the ForrniGHTLy—It identifies your inquiry 
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recent bills may disclose certain im- ; 
portant trends... Get the facts about this accurate and economi 


... trends that will point the way to you analyses method of your customers’ usage da 


for planning rate and promotional pro- Write to us today for “The One-Step Method 
— of Bill Analysis.” You will be glad you did! 
Made regularly : 
Many utilities all over the country regu- This Bill Frequency Analyzer automatically classifies 
larly have such analyses made. and adds in 300 registers—in one step! 


But these analyses are not turned out * 
in utilities’ offices—they are done on the 

special public utilities machines of the 
Recording and Statistical Corporation. 

And for very good reasons: 

Executives of, utilities are finding that 

they can get accurate and helpful data in 

one-half the usual time—and at one-half 

the usual cost! 

These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
each day by our trained personnel. 


The cost to you is only a small fraction 
of a cent per item! 


RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, NEW YORK 5, N. Y. 
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= © SG and LG Demand Registers ore 
meters both for singlephase and_ pe 


‘inexpensive and accurate 
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ELECTRIC ¢(f)) COMPANY 


SPRINGFIELD * 
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EAD 


This truck—like every Dodge “‘Job- 
Rated” truck—is built to fit a spe- 
cific hauling job. 

It’s powered with exactly the right 
one of 7 engines—plus the right gear 
ratio—to provide the pulling power 
the job requires, with maximum 
economy. 

It’s built with exactly the right 
clutch, transmission, rear axle—the 
right units throughout . . . for “‘top”’ 
performance, longer life, and maxi- 
mum economy . . . on the job for 
which it was built. 


It stands to reason that a truck 
“Job-Rated’”’ to haul your loads over 
your roads—will save YoU money! 
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qa A TRUCK LIKE Tis 
CAN SAVE YOU MONEY! 


You can get a truck to fit your job— 
a truck to give better performance, 
better service to your customers, 
and to save you money! 

Simply explain your hauling prob- 
lems in detail to your Dodge dealer. 
He has the engineering data from 
which to recommend the best truck 
investment you can make. 


” * * 


Your Dodge dealer is interested in your 
continued satisfaction: First, by selling 
you a truck that fits your job; Second, 
by giving you dependable Dodge truck 
service; Third, by providing you with 
truck parts that are identical with 
original Dodge “‘Job-Rated” truck parts. 


“DODGE 


ONLY DODGE BUILDS “Got Rated TRUCKS 


Fit the Job. ..Last Longer ! 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate. experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » » 





Tue American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


$- Ford, Bacon & Davis 


Bad VALUATIONS EF ; CONSTRUCTION 
REPORTS NGINeers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Inc. - 








PECIALISTS 
Steam, Thane Gas, Hydro, POWER ENGINEERING SINCE 1906 poccasing and 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 


Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington * New York Accident Prevention, 




















FREDERIC R. HARRIS, INC. 4 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 





Mention the FortnicHt.y—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





















































and ; 
al Tree the u it Ayian lopouiton 
» — 
— ENGINEERS “np * CONSTRUCTORS 
WILLIAM 8S. LEFFLER °* 
Engineers Associated 
_ Management Consultants 
a Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 
LOEB AND EAMES 
Public Utility Engineers and Operators 
aa Ice and Refrigeration 
an Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 
N. A. LOUGEE & COMPANY 
(SUCCESSORS TO J. H. MANNING & COMPANY) 
aoe) REPORTS — INVESTIGATIONS — VALUATIONS 
aA BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 
CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
= Steam, Hydro Electric and Diesel Plants 
Cy Boston, Mass. eee Washington, D. Cc. 
f Complete Services for GAS and MECTRIC tniielos 
~" “DESIGNING * ENGINEERING * CONSTRUCTION — ~y 
1s, PIPING * EQUIPMENT « SURVEYS «¢ PLANS 
1B, Complete Plants, Additions or Installations 
a, every detail geared to more profitable operation 
— See Sweets Files, Refinery Catalog, etc for details 
PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
a 231 S. LA SALLE ST., CHICAGO (4), ILL. 
(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and National Society of Cost Accountants 
1309 Liberty Bank Building Dallas 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 














80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. W. C. GILMAN & COMPANY 

FRANCIS S. FRIEL ENGINEERS 
Consulting Engineers pr 

Pe we 6 ee SS FINANCIAL CONSULTANTS 

City Planning, Reports, Valuations, Laboratory 
1528 WALNUT STREET PHILADELPHIA 2 55 Liberty Street New York 
BLACK & VEATCH JACKSON & MORELAND 


ENGINEERS AND ¢ CONSULTANTS 
ee UTILITIES ANG AND INDUSTRIALS 


CONSULTING ENGINEERS 




















Appraisals, investigations and re- ISION OF CONSTRUCTION 
ports, design and supervision of con- MACHINE: DESIGN — TECHNICAL earns 
struction of Public Utility Properties EPORTS — EXAMINATIONS — APPRAISA 
4706 BROADWAY KANSAS CITY, MO. itt NEW ain 
EARL L. CARTER JENSEN, BOWEN & FARRELL 
Consulting Engineer Engineers 
REGISTERED IN INDIANA, R * aia? 
PENNSYLVANIA, weet INGA. entounY Ann Arbor, Michigan 
Public Utility Valuations, Reports and Appraisals - Sevestienttens = Reports 
Original Cost Studies. teand in connect — xed 
910 Electric Building Indianapolis, Ind. pe Mo no stow pt 
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PROFESSIONAL DIRECTORY 
(concluded) 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSa.ie St., Cxicaco 





FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 





ROBERT T. REGESTER 


Consulting Engineer 


Hyprau.ic Structures — UTIitigs 
F.Loop Contro:. — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








A. S. SCHULMAN ELEctric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SourH Dearsorn Sr. Cuxicaco 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MA 


TTERS 
261 Broadway New York 7, N. Y. 








WESTCOTT & MAPES, inc. 
ARCHITECTS & ENGINEERS 
INVESTIGATIONS © REPORTS 
DESIGN «© SUPERVISION 
New Haven, Connecticut 

















You. can pich the EXACTLY RIGHT sug - 





Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc. etc. Soldering lugs and sheet 
metal terminals in wide variety. 





Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


ELECTRIC CORPORATION 
Sold by Leading Wholesclers 


PENN-UNION 
ERIE, PA. 


PENN-UNION 





CON DOUC trae firrrine. ™~ 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


So 


Albright & Friel, Inc., Engineers 
American Appraisal Company, The 


Babcock & Wilcox yt ” 

Barber Gas Burner ee 

Black & Veatch, Consulting eatvants 
*Blaw-Knox Division of Blaw-Knox Company .... 


c 


Carter, Earl L., Consulting Engineer 
Cleveland Trencher Co., The 

*Combustion Engineering bey ne. 
Crescent Insulated Wire & Cable Co., Inc. 


3 
— Back Cover 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 


E 
Ebasco Services, Incorporated 


Electric serene Battery Company, The 
Electrical Testing Laboratories, Inc. 


F 


Ford, Bacon & Davis, Inc., Engineers 
Ford Motor Company 


General Electric Compan Outside Back Cover 
*General Motors Truck k Coach Division 

Gilbert Associates, Inc., Engineers .... 

Gilman, W. C., & ‘Company, Engineers 

Grinnell Company, Inc. 


Harris, Frederic R., Inc., Engineers 


! 
international Harvester Company, Inc. 


J 
Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, 
Professional Directory 


*Fortnightly advertisers not in this issue. 


Kinnear Manufacturing Company, The 
Kuljian Corporation, The, Engineers 


L 


Lefer, William S., Paginases 
pa and —* &n9 
ougee, N. A., ompa 
Lucas & Luick, Engineers 


Main, Chas. T., Inc., 
Marmon-Herrington Co. 
Mercoid Corporation, Th 


Newport News Shipbuilding & Dry Dock Co. 
Norwalk Valve Company 


O'Neill, Frank, Public Utility Consultant 


P 


Recording & Statistical | Corp. . 
Regester, Robert T., 
Remington Rand Inc. 

*Ripley Com 

Rust-Oleum 





Sanderson & Porter, Engineers 

Sangamo Electric Com 

Sargent & Lundy, E 

Schulman, A. S., Electric © Co., Contractors . 
Sloan, Cook & Lowe, Consulting Engineers . 
Steinberger, E. A., Engineer 
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Wis’ THE CLEVELAND TRENCHER CO. 


20100 ST CLAIR AVENUE * CLEVELAND t7, OHIO 
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POWER 
DISTRIBUTION 


“DIRECTED TOWARD A MORE EFFICIENT 


USE OF ELECTRIC POWER 


This new MPA program is about your 
industrial customer's own electrical system. 
It dramatizes with simple terms and dia- 
grams, how the reliability and flexibility of 
his electrical system can be improved most 
economically, 

The program has been designed to aid in 
selling the idea of modern industrial power 
Reiiiod ene of the first steps that 
must be taken in providing for the most 
effective utilization of electric service. It 
consists of three parts: (1) A manual for 
the power sales engineer, distribution 
engineer, and plant engineer with compre- 
hensive technical data on load-center dis- 
tribution. (2) A full-color sound slide film 
that will act as the focal point for successful 
sales meetings. (3) A booklet, ““What Load- 
center Power Distribution Can Do For 
You.” The manual also contains valuable 
ideas for the preparation and presentation 
of the program. 

















Vast sums of money ha’ 
developing electrical generatin 
distribution systems to their pr 3 
level of efficiency and performance. ' 
has been most important in bringin: 1 
tte, to America. However, it must 0th 

orgotten that all of the electrical pow 
used in American industry must get to th 
job via the sag? dg systems own: | a 
maintained by the consumers withi: th 
own Ramer ea is this link in the pow 
distri hain, more than any «th 
that needs attention if American in: ‘ust 
is to continue its march to more go: (s f 
more people at less cost. 


Your: local ~ eae Electric repre en 
tive will be glad to give you further inf 
mation on how you can present th p 

gram to your power sales engineers 1d 
Fidustri al group in in) Mie are AP} ft 
gen , General re dy 
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